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U.S. ECONOMY, U.S. WORKERS, AND 
IMMIGRATION REFORM (CONTINUED) 


WEDNESDAY, MAY 9, 2007 

House of Representatives, 

Subcommittee on Immigration, Citizenship, 

Refugees, Border Security, and International Law 

Committee on the Judiciary, 

Washington, DC. 

The Subcommittee met, pursuant to notice, at 10:10 a.m., in 
Room 2141, Rayburn House Office Building, the Honorable Zoe 
Lofgren (Chairwoman of the Subcommittee) presiding. 

Present: Representatives Lofgren, Jackson Lee, Davis, Ellison, 
Conyers, King, Gallegly, Goodlatte, Lungren, Gohmert, and Smith. 

Staff present: Ur Mendoza Jaddou, Chief Counsel; George 
Fishman, Minority Counsel; Andrea Loving, Minority Counsel; and 
Benjamin Staub, Professional Staff Member. 

Ms. Lofgren. This hearing of the Subcommittee on Immigration, 
Citizenship, Refugees, Border Security, and International Law will 
come to order. 

This is the continuation of our hearing from last Thursday, 
scheduled at the request of our minority Members pursuant to 
Clause 2(j)(l) of House Rule XI to provide additional perspectives 
on the topic of the hearing. Our witnesses today have been chosen 
by the minority, and we look forward to hearing their testimony. 

[The opening statement of Ms. Lofgren follows:] 

Prepared Statement of the Honorable Zoe Lofgren, a Representative in 

Congress from the State of California, and Chairwoman, Subcommittee on 

Immigration, Citizenship, Refugees, Border Security, and International 

Law 

Pursuant to House Rule XI clause (2)(j)(l), the minority in the Subcommittee is 
entitled to, 

[Ulpon request to the chairman by a majority of them before the completion of 
the hearing, to call witnesses selected by the minority to testify with respect to 
that measure or matter during at least one day of hearing thereon. 

Last week, the Subcommittee held a hearing on immigrants and the nation’s econ- 
omy. At the request of the Ranking Member and a majority of the minority on this 
Subcommittee, today the Immigration Subcommittee is holding a minority hearing 
to continue the discussion on the effects of immigrants on the nation’s economy. 

As I stated last week, some have raised concern that immigrant workers under- 
mine the welfare of native-born workers by reducing wages and raising unemploy- 
ment levels. Applying basic rules of supply and demand, this argument appears con- 
vincing - the more workers there are, the more competition there is for jobs, and 
hence a downward pressure on wages and fewer available jobs. 

However, a majority of experts on this issue, as we heard in our hearing last 
week, have explained that this basic supply and demand argument is too simplistic 
to capture reality. The majority of the scholarship on this topic has indicated that 

( 1 ) 
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simple economic arguments of supply and demand fail to reflect the economic com- 
plexities of the real world of immigration. As we learned last week, immigrants 
don’t just fill jobs; they also create them in various ways, thereby increasing de- 
mand for native-born workers and actually increasing their wages throughout most 
of the economy. 

Our witnesses last week explained that there is some downward effect on wages 
at some levels. However, the weight of the scholarship shows that this effect is 
much smaller than some have argued, even as small 1.1%. 

Now we turn our attention to the minority witnesses to provide their perspective. 

Ms. Lofgren. The Chair now recognizes the Ranking minority 
Member, Steve King, for his opening statement. 

Mr. King. Thank you. Madam Chair. 

This hearing was called because the minority was denied a wit- 
ness at last Thursday’s hearing on the U.S. Economy, U.S. Workers 
and Immigration Reform. We invited two private-sector witnesses, 
and the majority publicized the witness list naming those wit- 
nesses. However, 2 days before the hearing, the majority dictated 
that one minority witness must be a Government witness. 

The reality is that no Administration witness is going to testify 
to anything other than the Administration’s view on immigration 
reform. In fact, I had a question that I was going to ask them, 
which was: Can you give us your personal opinion? The answer 
would have been no, and I decided not to embarrass them. 

So that leaves those who disagree with the Administration’s posi- 
tion with a tremendously small or nonexistent pool of Government 
witnesses, and the 1 day we had to try to find another witness 
made finding an available, out-of-town Government witness even 
more difficult. 

So, after several attempts to resolve the situation through discus- 
sions with the majority, we were forced to disinvite one of the mi- 
nority witnesses. And pursuant to House Rule XI, clause 2(j)(l), we 
requested a minority day of hearing. 

Our first thought in seeking witnesses for this minority day of 
hearing was to give Mr. T. Willard Fair the opportunity to respond 
to the attacks leveled by Mr. Wade Henderson, a majority witness 
at last Thursday’s hearing. Mr. Fair will discuss the impact of im- 
migration on African-American workers, and his views are shaped 
in part by his position as President and CEO of the Urban League 
of Greater Miami. So I am pleased that Mr. Fair is with us today. 

I am also pleased that Roy Beck, the Executive Director of 
NumbersUSA, is also here and that he is not holding against us 
the fact that we were forced to uninvite him last week. 

And finally, I am pleased that Dr. Steve Camarota, director of re- 
search at the Center for Immigration Studies, is here to give us an 
economist’s view of the issue. 

The issue at hand is extremely important to the future of Amer- 
ica. Importing millions of poorly educated foreign workers will not 
help our country. It will only hinder our growth. 

When employers hire foreign workers who will work for less than 
American workers, Americans lose jobs. Currently, there are 69 
million Americans who are working age who are simply not in the 
workforce and 6.9 million working illegal immigrants. We would 
only have to recruit one out of 10 Americans that are not in the 
workforce in order to replace the illegal labor in America. 
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The open-borders lobby’s argument is that those people do not 
live in the place where the jobs are, but they forget that the illegal 
immigrants did not either. 

So I would point out that at last Thursday’s hearing, some of the 
witnesses argued that adding more people to the workforce helps 
raise wages, but that notion is contrary to the law of supply and 
demand. The bottom line is that when more people are willing to 
work for low wages, the wages go down. Any employer can tell you 
that. 

That is why employers want amnesty for illegal aliens and a 
massive new guest worker program to import the world’s poor be- 
cause they can profit from that, and the American economy is like 
a ship with 300 million passengers and crew. The passengers do 
not contribute to the efficiency of the ship. It is the crew that does 
that. If we keep taking on more passengers and untrained crew, in- 
stead of putting more of our passengers to work, ultimately, this 
great ship, America, will sink, and it will sink into the depths of 
the Third World. 

I also point out that we have had testimony here from Robert 
Rector of The Heritage Foundation in a very definitive study that 
identifies a net loss to the taxpayer of $22,449 a year for every 
household on average that is headed by a high school dropout, and 
there has been no response to those statistics and that data. The 
response has been great silence. 

So I appreciate the witnesses being in here, and I appreciate 
your testimony before this Committee, and I am hopeful that if 
there is not going to be another number that is going to be offered 
so that it can be scrutinized by our side of this argument that the 
concession will be made that you gentlemen are right. 

I thank you. Madam Chair, and I yield back the balance of my 
time. I look forward to the testimony. 

Ms. Lofgren. We are pleased to be joined by the Chairman of 
the full Judiciary Committee today, and I would now recognize 
Chairman Conyers for any opening remarks that he may wish to 
make. 

Mr. Conyers. Thank you. Chairwoman Lofgren and Steve King 
and Mr. Gohmert and Mr. Smith and Mr. Lungren, our former at- 
torney general from California. 

I consider these hearings very, very important. Why? Because 
what we are trying to do now is to correct some problems that have 
happened across the years, and, of course, resolving old problems 
are a bit of a difficulty. 

Now I come out of the civil rights movement, and Mr. Fair, I un- 
derstand, does as well. And what we have to examine, I say to the 
witnesses, is how we deal with the problem of a fair amnesty ref- 
ormation and at the same time deal with the reality of minority 
unemployment in this country, of which there is way more than is 
reported. It is a very highly underreported statistic. 

So can we do that? Can we do that without breaking up families? 
There is not a Member on the full Committee on Judiciary that 
does not want to promote family values and keeping families to- 
gether. To do that within reason and bounds is a legitimate objec- 
tive of the immigration reform package that we are at the present 
moment putting together. 
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We do not have a bill, so everything you say here is being exam- 
ined for whether it can be included in what our final work product 
is. So what we are trying to say is that we need a re-examination 
of full employment. We would need full employment if there was 
not an immigration crisis. 

I was one of those — and I was so proud that Coretta Scott King 
joined with me when we passed the Full Employment and Balance 
Growth Act, which was trying to deal with the reality. 

Now I would like to see a situation where there is not some gross 
surplus of low-wage workers, unskilled workers, and the number of 
jobs available. What I would like to see is a reasonable distribution 
that I have not found anywhere in my train of logic to want to have 
a pool of unskilled workers, be they immigrant or be they native 
American. I want full employment as a legitimate goal, and for all 
of those witnesses here today that can help me, this would be very, 
very important. 

Keep in mind African-Americans and Latinos, as minority groups 
in America, have a strong common interest in fairness and equal 
opportunity, economically and politically. And as the Leadership 
Conference on Civil Rights noted, the traditional civil rights move- 
ment was instrumental in eliminating discriminatory immigration 
quotas in the 1960’s, and that is why, to me, civil rights organiza- 
tions and their leaders need to speak out on behalf of crafting a 
fair bill. 

Fairness undergirds my major approach to this huge problem 
that Chairman Lofgren and her Subcommittee have adjusted their 
sights to. They are holding more hearings than anybody else in the 
Committee and for good reason. There is a lot of work to be done, 
and we have to climb over a lot of misunderstandings that are out 
there. 

Thank you. Madam Chairman. 

Ms. Lofgren. Thank you. Chairman Conyers. 

[The prepared statement of Mr. Conyers follows:] 

Prepared Statement of the Honorable John Conyers, Jr., a Representative 

IN Congress from the State of Michigan, and Chairman, Committee on the 

Judiciary 

A serious study of the immigration issue must include a thoughtful analysis of 
how foreign workers impact our native-horn workers. We had such a hearing last 
week, and I am happy to hear from even more voices on this important issue. 

Indeed, I join Wade Henderson and the Leadership Conference for Civil Rights 
in applauding the fact that so many people and groups are now expressing concern 
for the state of Black America, and specifically for our unemployed and under- 
employed young men. 

We need to address these concerns without driving wedges among our commu- 
nities. As Frederick Douglass stated in a prescient speech he gave in the wake of 
Emancipation, the question of immigration and race prerogative “should be settled 
upon higher principles than those of a cold and selfish expediency.” 

We cannot simply condemn immigration reform as being either against African- 
Americans or a disguised form of amnesty. We cannot walk away from the hard 
work that the American people expect from us — to achieve comprehensive balanced 
immigration reform. 

We also cannot ignore the harsh realities that African-Americans have long faced 
in our Nation. We must continue to bring the Nation’s attention to the long-lasting 
social and economic effects of slavery and segregation. These economic issues are 
the root cause of many critical issues in the African-American community today, 
such as education, healthcare and crime. We need to have a constructive dialogue 
on the role of slavery and racism in shaping present-day conditions in our commu- 
nity and American society. 
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As highlighted in a prior hearing, studies show that black men born in the late 
1960s were, by the end of the 1990s, more likely to have prison records than either 
military records or college degrees. Even worse, those who were high-school drop- 
outs had a nearly 60 percent chance of having served time in prison. 

Nevertheless, the fact that African-Americans face challenges in our labor mar- 
kets does not necessarily mean that immigrants are the cause of those problems. 
The scholarship on this issue is inconclusive, and studies that fail to take incarcer- 
ation rates and education into account are of questionable value. 

Even assuming for the moment that immigration does hurt some poor American 
communities — especially African-American communities and established Latino 
communities — what can we do to protect them? 

Mr. Eair, in his written testimony, suggests that less immigration is more likely 
to help a young black man succeed as a carpenter or an ex-convict reintegrate into 
society. I believe, instead, these young men would have a better chance to succeed 
in an environment that promotes: a full employment policy; skills training; edu- 
cation; and transitional programs such as the Second Chance Act. 

Rather than simply closing the door to immigration and hoping that things will 
get better for African-Americans, we should instead be asking ourselves what can 
be done to stimulate job growth and improve opportunities in Black communities 
across the Nation. 

As one of our witnesses is from Miami, it is appropriate for us to note economist 
David Card’s study on the impact of the 125,000 Cuban nationals wbo came to tbe 
United States during tbe Mariel boatlift. Altbougb Miami’s labor force increased by 
some 7 percent within a relatively short period of time, Mr. Card found that the 
Mariel immigration had virtually no impact on the wages or unemployment rates 
of less-skilled workers. 

We should also keep in mind that African Americans and Latinos, as minority 
groups in America, share a strong common interest in fairness and equal oppor- 
tunity. As the Leadership Conference on Civil Rights has noted, the traditional civil 
rights movement was instrumental in eliminating discriminatory immigration 
quotas in the 1960s. This is why leading civil rights organizations have continued 
to speak out on behalf of immigrants’ rights since then. Balanced immigration re- 
form should be premised on protections for native-born workers such as unemploy- 
ment thresholds which limit temporary workers. It also should provide protections 
for immigrants such as access to unions, wage protections, and programs that do 
not create a permanent underclass. And, as I mentioned earlier, we need a full em- 
ployment policy with an educational base and good wages. We must move away 
from the rhetoric of “impossibility” or “amnesty,” and achieve a lasting solution to 
these problems. 

Ms. Lofgren. I now would recognize the Ranking Member of the 
full Committee, Mr. Smith, for any opening statement he would 
like to make. 

Mr. Smith. Thank you. Madam Chair. 

This is an unusual but necessary hearing, as Mr. King pointed 
out, but I certainly do want to agree with the Chairman of the full 
Committee and the comments that he just made. He said that a 
surplus of unskilled workers basically does no one any good, wheth- 
er they be immigrants or native workers, and I just absolutely con- 
cur with that statement, and I share his concerns that a surplus 
might well lead to greater unemployment among American work- 
ers. 

Madam Chair, immigration has become the most complex and 
sensitive subject, I think. Congress faces today. It affects our econ- 
omy, our culture, and our future. So it is critical that we have accu- 
rate facts if we are to properly address immigration reform. The 
late Carl Sagan said, “Better the hard truth than the comforting 
fantasy.” 

This Subcommittee has held hearings on a number of subjects. 
Regardless of the topic, one question always comes to my mind: 
Who will stand up for the American worker? And the answer is: 
We will, and we must. 
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Virtually all credible studies show that competition from cheap 
foreign labor displaces American workers, including legal immi- 
grants, or depresses their wages. The Center for ImmiOTation Stud- 
ies found that low-skilled workers lose an average of $1,800 a year 
because of competition from illegal immigrants for their jobs. That 
is a huge economic hit. 

A study by Harvard Economist George Borjas shows that cheap 
immigrant labor has reduced the wages of American workers per- 
forming low-skilled jobs by over 7 percent, and it is instructive that 
the highest unemployment rates among Americans are in the con- 
struction and service industries to occupations with a high number 
of illegal immigrant workers. 

The nearly 70 million Americans, who are unemployed or have 
given up looking for jobs, have a right to those jobs. We must put 
the interest of American workers ahead of foreign workers. 

Today, we will hear testimony that all Americans are hurt by 
cheap foreign labor. Almost 20 percent of all Black Americans and 
40 percent of Hispanics do not have a high school degree. These 
low-skilled legal workers are the ones who disproportionately must 
compete with foreign workers. They are the real victims of Amer- 
ica’s failed immigration policy. For proof, we have only to look at 
the effects of recent Federal immigration worksite enforcement ac- 
tions. 

After last year’s worksite enforcement by the Bureau of Immigra- 
tion and Customs Enforcement, Georgia’s Crider lost over 600 ille- 
gal workers. Well, what happened? The Wall Street Journal re- 
ported, “For the first time since significant numbers of Latinos 
began arriving in Stillmore, the plant’s processing lines were made 
up predominantly of African-Americans,” and Crider continues to 
fill positions with legal workers. 

Is that the expiration of my time. Madam Chair? 

Ms. Lofgren. I thought it was, but I think we messed up on the 
lights. So why don’t you 

Mr. Smith. Okay. I would be glad to take another 5 minutes. 
Madam Chair. [Laughter.] 

Ms. Lofgren. If you could conclude in 2 or 3, that would be per- 
fect. 

Mr. Smith. Thank you. 

All right. Let me repeat that last phrase. The Wall Street Jour- 
nal reported what happened. “For the first time since significant 
numbers of Latinos began arriving in Stillmore in the late 1990’s, 
the plant’s processing lines were made up predominantly of Afri- 
can-Americans.” Crider continues to fill positions with legal work- 
ers. 

Some say there are jobs Americans will not do, but that demeans 
Americans who do work in every occupation. Any honest job is a 
worthy job. If we had to pay a few cents more for a head of lettuce 
or chicken at the grocery store in order to protect American jobs, 
we should be willing to do so. The American worker must come 
first. 

Madam Chair, since I have another minute to go, let me mention 
another subject today, and I cannot avoid mentioning it because of 
what happened yesterday. 
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Six individuals were arrested on their way to Fort Dix. They 
were terrorists and they intended to “kill as many soldiers as pos- 
sible,” and they had the assault weapons to do so. As I read it, 
three of the six individuals were in the country illegally. To my 
knowledge, based upon news reports, they did not have any crimi- 
nal backgrounds. 

These are the individuals who under the Administration and the 
Senate bill that are being considered would have become legalized. 
They might have become guest workers, or they might eventually 
have become citizens. 

So what happened yesterday certainly should be a wakeup call. 
It certainly should have a dramatic impact on our immigration de- 
bate and, I hope, will certainly slow down the process of any con- 
sideration of amnesty or legalization for people who are in the 
country illegally. 

Thank you. Madam Chair, and I will yield back the balance of 
my time. 

Ms. Lofgren. Thank you. 

In view of the schedule and mindful that our witnesses are wait- 
ing, we will ask other Members to submit their opening statements 
for the record. 

Without objection, the Chair is authorized to declare a recess of 
the hearing at any time. 

Without objection, all opening statements will be placed in the 
record. 

[The prepared statement of Ms. Jackson Lee follows:] 

Prepared Statement of the Honorable Sheila Jackson Lee, a Representative 

IN Congress from the State of Texas, and Member, Subcommittee on Immi- 
gration, Citizenship, Refugees, Border Security, and International Law 

Today marks the eighth hearing in a series of hearings dealing with comprehen- 
sive immigration reform. This subcommittee previously dealt with the shortfalls of 
the 1986 and 1996 immigration reforms, the difficulties employers face with employ- 
ment verification and ways to improve the employment verification system. On 
Tuesday May 1, 2007 we explored the point system that the United Kingdom, Can- 
ada, Australia, and New Zealand utilize, and on May 3, 2007 the focus of the discus- 
sion was on the U.S. economy, U.S. workers and immigration reform. Yesterday 
May 8, 2007 we took a look at another controversial aspect of the immigration de- 
bate, family based immigration. Today’s hearing is a continuation of the hearing we 
held on May 3, 2007. 

At that hearing this past Thursday, May 3, 2007 the tone of the conversation 
turned “ugly” for lack of a better word. I remind my colleagues that these series 
of hearings that began at Ellis Island and will conclude at the end of this session 
are about finding the truth, dispelling the myths, and arriving at a consensus that 
is in the interest of first the American worker, the border, and our economy. 

Working under the assumption that immigrants are a detriment and a strain on 
our economy, and further a detriment to the economic opportunities of young low- 
skilled blacks we invited a panel of experts to discuss this very issue. 

Dr. Orzsag mentioned that more low skill workers mean more high skilled work- 
ers and low skill labor creates the need for more jobs in general. For example an 
attorney or a doctor may not have the time to mow his lawn, do his own dry clean- 
ing, or make his own lunch. On the other hand a low skilled worker laboring on 
a farm means that there will be an urgent need to hire a driver to deliver the 
produce to the grocery store, and another individual who stocks the product in the 
grocery store. Likewise common sense dictates that the same groups of workers 
make obvious contributions to our economy when they buy groceries, clothes, gas, 
and other living essentials. 

With regards to this “perception” that illegal immigration is having a particularly 
adverse effect on the job opportunities of young black men allow me to reiterate the 
following. That argument is in part a disingenuous argument. It does not take into 
account the fact that since the passage of the Civil Rights Act of 1964 our nation 
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has seen a growing black middle class. Quite frankly, I agree with Wade Henderson. 
I will not allow ignorance and divisiveness into this discussion about immigration. 

However, I understand the concerns of gentleman like T. Willard Fair, and I ad- 
dress these issues in my immigration legislation the SAVE America Comprehensive 
Immigration Act of 2007. 

Let me take a brief moment to describe how my legislation, the SAVE America 
Comprehensive Immigration Act of 2007 addresses this shortage of workers. Section 
703 of the SAVE Act, entitled “Recruitment of American Workers,” mandates the 
following. 

First of all any employer that files a petition on behalf of a foreign born employee 
will have to file an affidavit that illustrates their efforts to recruit a lawful perma- 
nent resident (LPR) or a United States Citizen (USC), and an emphasis will be 
placed on attempts to recruit employees from minority communities. Recruitment ef- 
forts in minority communities can include advertisements in local newspapers in the 
labor market where these workers patronize for at least 5 days, advertisements in 
public transportation systems, and recruitment activities in secondary schools, 
recreation centers, community centers, and other places throughout the commu- 
nities within 50 miles of the job site that serve minorities. 

The SAVE Act also mandates a 10% surcharge on all fees collected for petitions 
to accord employment based status. These funds would then be used to create an 
employment training program with the purpose of increasing the number of avail- 
able LPR’s and USC’s in the occupations that are the subjects of these petitions. 
Likewise, 50% of the funds will be used to train workers in rural and inner city 
areas. 

Finally a portion of the proceeds will also be used to establish an “Office to Pre- 
serve American Jobs” at the Department of Labor. The purpose of this office is to 
establish policies that encourage American employers to hire American workers be- 
fore resorting to foreign workers. 

In conclusion I say to this distinguished panel that those of us in the majority 
put the American people first, and we will continue to do so. The notion that we 
would do otherwise is simply not true. 

[The prepared statement of Mr. Gallegly follows:] 

Prepared Statement of the Honorable Elton Gallegly, a Representative in 

Congress from the State of California, and Member, Subcommittee on Im- 
migration, Citizenship, Refugees, Border Security, and International Law 

Mr. King, thank you for holding this hearing. It is important that we have a seri- 
ous discussion about how illegal immigration has affected American workers. 

It defies common sense to argue that the presence of at least 12 million illegal 
workers has not negatively affected the unemployment rate, wages, and working 
conditions for legal American workers. 

A study by the Center for Immigration Studies found that between 2000 and 
2005, the number of new male immigrant workers increased by 1.9 million. At the 
same time, the number of employed unskilled American workers declined by 1.7 mil- 
lion. 

The conclusion is inescapable. 

The problem will be even worse if we grant amnesty to illegal workers. If every 
one of the estimated 12 million illegal immigrants sponsors two (2) additional immi- 
grants each, which is a very conservative number — the U.S. will have at least 24 
million new immigrants coming to this country under amnesty over the next 10 
years. That number will not include those who will continue to violate the law and 
cross our borders, figuring that eventually Congress will grant them yet another 
amnesty. 

The new immigrants will not just be competing for jobs, but for housing, health 
care, education, and other services. It defies belief that an additional 24 million peo- 
ple — again, in addition to the 12 million already here — many of whom will not speak 
English and will have few jobs skills, will not have a serious, negative impact on 
our economy, our workforce, our schools, our hospitals, and our communities. 

In addition, there is no doubt that adding a minimum of 24 million people to our 
population will have negative consequences for our environment, our traffic prob- 
lems, and our overall quality of life. 

Mr. King, I would like to place a copy of the Center for Immigration Studies re- 
port I mentioned. The Impact of New Immigrants on Young Native-Born Workers, 
2000-2005, into the record. 

Thank you again for holding this hearing. I look forward to hearing from our wit- 
nesses. 
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I yield back the balance of my time. 

Ms. Lofgren. We have three witnesses before us today. 

First, we have Roy Beck, the founder and Executive Director of 
NumbersUSA Education and Research Foundation. Mr. Beck is au- 
thor of the book. The Case Against Immigration. He is a graduate 
of the University of Missouri School of Journalism. 

Next, we have Steven A. Camarota, Director of Research at the 
Center for Immigration Studies in Washington, D.C. He holds a 
Ph.D. from the University of Virginia in public policy analysis and 
a master’s degree in political science from the University of Penn- 
sylvania. 

Finally, we will hear from Mr. T. Willard Fair, President and 
Chief Executive Officer of the Urban League of Greater Miami. Mr. 
Fair has served as an adjunct professor at the Atlanta University 
School of Social Work, Bethune-Cookman College, Florida Inter- 
national University and the National Urban League’s Whitney M. 
Young, Jr. Center for Urban Leadership. He earned his B.A. in so- 
ciology from Johnson C. Smith University and an M.S.W from the 
Atlanta University School of Social Work. 

Your written testimonies will be made part of the record in their 
entirety. 

I think you saw the little light system we have here. Each of you 
will be asked to summarize your written testimony in about 5 min- 
utes. When the yellow light goes on, it means you have a minute 
left, and it is always surprising when you are a witness because 
the time really does fly. 

When the red light goes on, it means your time is up, as sur- 
prising as that may be, and we would ask you to try and conclude. 
We do not have a heavy gavel, but we would ask if you would con- 
clude so we can get to the next witness and then to the questions. 

So, if we can begin, if we could start, Mr. Fair. 

TESTIMONY OF T. WILLARD FAIR, PRESIDENT, 

MIAMI URBAN LEAGUE 

Mr. Fair. Thank you, and good morning. To members of the 
panel, it is a pleasure for me to have the opportunity to speak to 
you this morning on an issue that is important not only to me, but 
to my constituency group in Miami. 

For the last 40-plus years, I have been attempting to make sure 
that young Black men in Liberty City have the tools that they need 
in order to be productive citizens in Miami-Dade County. We have 
worked at that, and I suggest to you that the status of young Black 
males around this country is of such a significant nature of deterio- 
ration that all of us should be concerned. 

We know, based on everything that we have read by all of the 
experts, that the issues that face them, that keep them from be- 
coming productive citizens are many and complex, from family 
composition to incarceration to attitudes to beliefs to the last 
vestiges of racism being practiced. Those things surround them on 
a day-to-day basis. 

I would not suggest to you that those things are the only things, 
nor would I suggest to you that illegal immigration or legal immi- 
gration is a primary reason for the creation of those things, but 
when we have the discussion about the variables that make them 



10 


unable to achieve their highest aspirations, we never talk about the 
impact of mass immigration on that, and I suggest to you that 
Miami is the best laboratory for you to look at as we talk about 
the impact of legal versus illegal immigration on the ability of 
Black Americans to ascend to the heights of their aspirations. 

When I came to Miami 40-plus years ago, there were certain 
things in place that gave you some understanding about the impor- 
tance of Black Americans to the economy, to the vitality of that 
city. One of my favorite observations is where did they go because 
when I came to Miami, all of the hotel, motel, restaurant jobs in 
Miami were occupied by African-Americans. Today, that is flipped. 
That is neither good nor bad nor is that condemning anybody who 
has the jobs, but the issue becomes what happened to all of those 
people who had those jobs? 

When I came to Miami 40 years ago, the construction industry 
primarily was made up of laborers who came from Liberty City. It 
is not by accident, but should have been predicted that the first 
persons that fell off the high scaffolds in Miami involved in con- 
struction were not people from Liberty City, but were Haitians, be- 
cause, once again, those jobs that used to be held by African-Ameri- 
cans are now held by others, legal or illegal. The numbers have im- 
pacted adversely on the ability of Blacks in Miami to get jobs. 

This does not mean that one wants to blame immigration, but 
one certainly has to understand the effect of mass immigration on 
those set of circumstances. When one digs down deep into that 
whole process, one then begins to understand that if you talk about 
a form of amnesty that is going to put an additional 12 -million-plus 
people into that system, I mean, you create other sets of problems 
that are already in place. 

So, when we begin to talk about the issue and its impact on 
Black America, academicians, researchers all have demonstrated 
very clearly by their research that it does occur. What disturbs me, 
for example, is we talk to economists, we talk about supply and de- 
mand, and we know that it is going to impact on us adversely, and 
finally, we may admit that it does, but when we talk about that 
it does, we talk about it impacts modestly. Well modestly may 
mean one thing to you as an academician, but if it is you in reality, 
then it is significant. It is no longer modest. 

So all of the experts agree that illegal versus legal, legal versus 
illegal has an impact on the ability of African-Americans to get 
jobs. But we began to switch it off and say that it does not. 

We also have this whole notion that we can allow certain people 
to come in to the system, create jobs, and as they take over certain 
jobs, they will then, by virtue of their numbers, create other jobs 
in the industry. Well, that does not work in Miami because what 
happens is that if you take over all of the jobs picking lettuce, the 
notion is that you are able to pick lettuce cheaper and, therefore, 
you can get it to the market faster. You get it to the market faster. 
Therefore, you can get more people to buy it. Then what happens 
is that 

Ms. Lofgren. Mr. Fair, your red light is on. If you 

Mr. Fair. My red light? 

Ms. Lofgren. Yes. If you could just, you know, wrap up, I do not 
want to cut you off in the middle of your sentence. 
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Mr. Fair. What happens then is that if those who are in place 
to get the new jobs are not people that look like me, then it works. 
But the lettuce pickers then become the cashiers, then become the 
foremen, then become the truck drivers, and once again, we are 
locked out of an industry. 

Thank you. Madam Chair. 

[The prepared statement of Mr. Fair follows:] 

Prepared Statement of T. Willard Fair 

Good morning and thank you for the opportunity to address this panel. 

I have devoted much of my adult life to one of the most important challenges fac- 
ing our country: How to help young black men build constructive lives as fathers 
and breadwinners. The size of the problem was outlined in a recent book published 
by the National Urban League entitled The State of Black America 2007: Portrait 
of the Black Male — black men are much more likely to be unemployed than white 
men, more likely to be dropouts, in prison, in poverty, or dead. 

There are many reasons for grim statistics like this, including the continuing ef- 
fects of slavery and Jim Crow; the shift in the economy away from manufacturing; 
broken schools in our big cities; the glorihcation of self-destructive behavior by pop- 
ular culture. 

But one factor is too often ignored — mass immigration. 

There was little immigration when the struggle for civil rights began to achieve 
success in the 1950s and ’60s. In fact, the 1965 immigration law that started today’s 
mass immigration was itself seen as a civil rights measure, intended to clean out 
rules that favored immigrants from some countries over others. Sen. Edward Ken- 
nedy, then, as now, chairman of the Senate immigration subcommittee, said “The 
bill will not flood our cities with immigrants. ... It will not cause American work- 
ers to lose their jobs.” 

So much for predictions. 

Since 1965, nearly 30 million legal immigrants have come here, plus millions of 
illegal aliens. The results have been devastating for those Americans — black or 
white — who compete for jobs with this immigrant tide. George Borjas of Harvard 
has shown that immigration has cut the wages of American men without a high 
school degree by $1,800 a year. Economists at Northeastern University have found 
that businesses are substituting immigrants for young American workers, especially 
for young black men. In fact, scholars estimate that immigration is the reason for 
one-third of the drop in employment among black men, and even some of the in- 
crease in incarceration. 

Of course, none of that means that individual immigrants — or particular immi- 
grant groups — can be blamed for the difficulties facing black men. Being pro-Me 
should never make me anti-You. Nor can we use immigration as a crutch, blaming 
it for all our problems. The reality is that less-educated black men in America today 
have a variety of problems — high rates of crime and drug use, for example, and poor 
performance at work and school — that are caused by factors unrelated to level of 
immigration. 

But if cutting immigration and enforcing the law wouldn’t be a cure-all, it sure 
would make my job easier. Take employment — immigration isn’t the whole reason 
for the drop in employment of black men; it’s not even half the reason. But it is 
the largest single reason, and it’s something we can hx relatively easily. 

Think about it this way: If there’s a young black man in Liberty City, where I 
live, who’s good with his hands and wants to become a carpenter, which is more 
likely to help him achieve that goal — amnesty and more immigration, or enforce- 
ment and less immigration? 

Which is more likely to help an ex-convict or recovering addict get hired at an 
entry-level job and start the climb back to a decent life — amnesty and more immi- 
gration, or enforcement and less immigration? 

Which is more likely to persuade a teenager in the inner city to reject the lure 
of gang life and instead stick with honest employment — amnesty and more immigra- 
tion, or enforcement and less immigration? 

And it’s not just a matter of jobs. Whatever your views on government social pro- 
grams, everyone can agree that resources are not inhnite — there’s only so much so- 
cial spending to go around. And since immigrants have relatively low skills and low 
incomes, they use a lot of social services and pay little in taxes, cutting into the 
spending on America’s own poor. The Center for Immigration Studies estimates that 
illegal aliens alone cost federal taxpayers $10 billion more a year in services than 
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they pay in taxes — that’s $10 billion that’s not being spent on disadvantaged Ameri- 
cans, not counting the much larger deficits at the state and local level, where most 
social services are provided. 

Likewise with the schools. This is an issue close to my heart, since I co-founded 
Florida’s first charter school and was recently confirmed as chairman of the state- 
wide Board of Education. We must offer the best education possible to all our chil- 
dren, for their own good and for the good of our country. But as budgets have tight- 
ened, school enrollment has surged, and all of the growth in the nation’s school-age 
population — 100 percent — comes from immigrant families. This surge in enrolment 
has led to school overcrowding and has diverted resources that would otherwise 
have been devoted to at-risk students. 

Solutions to the challenges facing black Americans have to come from both private 
efforts and government initiative — but regardless of the specific approach, flooding 
the job market and overwhelming the public schools and other government services 
undermines all our efforts. The interests of black Americans are clear: No amnesty, 
no guestworkers, enforce the immigration law. 

Ms. Lofgren. Thank you. 

Mr. Beck, your 5 minutes are beginning. 

TESTIMONY OF ROY BECK, DIRECTOR, NumbersUSA 

Mr. Beck. Madam Chairwoman and Mr. Chairman, Ranking 
Members King and Smith, and others Members of the Sub- 
committee, thank you for this opportunity to talk about this sub- 
ject, which was the chief topic, I believe, of the bipartisan U.S. 
Commission on Immigration Reform in the 1990’s chaired by the 
late Barbara Jordan. 

I was pleased that Chairman Conyers brought up this key prin- 
ciple of immigration policy that has fairness to it, and I believe 
that that was one of the chief principles of the bipartisan commis- 
sion. In fact, a quote from the Commission’s study said that immi- 
gration policy is needed so that “it helps mitigate potential nega- 
tive impacts, particularly on disadvantaged U.S. workers.” 

I am pleased to talk about this because I helped found 
NumbersUSA in 1997, I should say, to educate about and to advo- 
cate for the recommendations of the Jordan Commission. The Jor- 
dan Commission could find no rational justification to meet emerg- 
ing labor needs by importing large quantities of foreign workers. 
Now this is after several years of study. 

Regrettably, Congress only dealt with a few recommendations 
about illegal immigration, but put off almost all the recommenda- 
tions that the Jordan Commission had about protecting the Amer- 
ican worker, and that is what they did. They put it off. Many of 
you were here. You know Congress put it off and it has not taken 
it back out. 

The principle of the Commission was that immigration policy 
should never be allowed to reduce the wages, working conditions or 
the opportunities of American workers, and those recommendations 
of about a decade ago were that this country should dramatically 
reduce legal immigration, that is bring in fewer of these legal for- 
eign workers that are impacting the people that Mr. Fair is talking 
about trying to help, the American workers, said that illegal immi- 
gration should be substantially reduced by eliminating the jobs 
magnet, illegal foreign workers in this country should be removed 
from the labor markets and caused to return to their home coun- 
tries, and that large-scale foreign worker programs should be 
avoided. 
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It seems to me the major question before this Subcommittee, be- 
fore this Congress, is: Why not go ahead and pass the rest of the 
Jordan recommendations on immigration to protect the American 
worker? Have the conditions of our vulnerable American workers 
improved so dramatically since then that that is no longer valid? 
And I think the answer is, no, they have actually decreased. 

I want to use the remainder of my oral comments to touch on one 
aspect of the Jordan Commission recommendations which was 
about reinvigorating domestic recruitment channels. Now we can 
take an example right here in the Chesapeake region, especially 
over on the Atlantic Coast. 

Every year, you have all of these tourism industry businesses up 
and down the coast saying down in Congress, “We have to have 
more visas for foreign workers,” and yet in just Virginia, Maryland, 
D.C. alone, there are 2 million working-age native-born citizens 
who are not working right now. 

Many of these businesses have better procurement channels, 
labor recruitment channels with Poland than they do with the Po- 
tomac, even though the Potomac has tens of thousands of older 
teens and young adults who are wasting away early years of their 
lives in nonemployment, instead of getting the experience and the 
dignity of having the entry-level, the stepping-stone jobs that would 
lead them to lives of middle-class financial security later on. 

The Jordan Commission spoke to this problem. They said the 
availability of foreign workers may create a dependency on them. 
We see that everywhere. It has been well-documented that reliance 
on foreign workers in low-wage, low-skill occupations creates dis- 
incentives for employers to improve pay and working conditions for 
American workers. 

When employers fail to recruit domestically or pay wages that 
meet industrywide standards, the resulting dependence, even on 
professionals, may adversely affect both U.S. workers in that occu- 
pation and U.S. companies that adhere to appropriate labor stand- 
ards. 

We have 23 million native-born Americans, 18 to 64, who are less 
educated, no more than a high school degree, who do not have jobs 
right now — 23 million. With this kind of situation, with the kind 
of poverty you read in the Post yesterday, the story about Mr. Ed- 
wards and his concern about the 37 million people in poverty, you 
think what would it be like if the American business community 
created domestic recruitment channels into these big pockets of 
poverty? How would that change the suffering that we have at the 
lower levels of this country? 

I would say that it is time to look at those Jordan Commission 
recommendations, maybe go further. I would say why recruit 
through immigration any low-skilled workers to deal with those, 
and my final sentence. Madam Chairwoman, is that the evidence 
shows that we do not have a shortage of workers. We have a short- 
age of domestic recruitment channels. 

Thank you. 

[The prepared statement of Mr. Beck follows:] 
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Prepared Statement of Roy Beck 

Madame Chairwoman, Ranking Member King, Members of the Subcommittee, 
thank you for the opportunity to appear before you today to talk about immigration 
policy and its effect on American workers, one of the two subjects that has domi- 
nated my attention as an author and journalist for the past two decades. 

The topic of this hearing was addressed through years of exploration by the bi- 
partisan U.S. Commission on Immigration Reform, chaired by the late Barbara Jor- 
dan, and including other luminaries such as Michael Teitelbaum and the late Rich- 
ard Estrada. As it happened, I was commissioned by W.W. Norton & Co. during pre- 
cisely that mid-1990s period to research and write a book on this same topic. The 
Jordan Commission began issuing its reports just as I had sent my final manu- 
scripts to New York. I was surprised and pleased to see the Commission making 
many of the major recommendations that I had included in my own book’s conclu- 
sions, and for largely the same reasons, including the Commission’s principle that 
immigration policy needed to: 

“. . . help mitigate potential negative impaets, partieularly on disadvantaged 
U.S. workers.” 

For the last decade, I have had the privilege of educating about those rec- 
ommendations that came from the final act of public service of Barbara Jordan’s 
long and illustrious career. Since 1997, I have been the executive director of 
NumbersUSA. It is a non-profit, non-partisan organization founded to educate about 
and carry out both the immigration recommendations of President Clinton’s Council 
on Sustainable Development and the Jordan Commission recommendations that 
were designed to serve this country’s national interests, and especially the interests 
of American workers and the households they support. 

Let’s apply that standard to the question of what to do with illegal aliens who 
already are in our country. Is the approach that works best for the American worker 
also good for the economy? Or are the two goals in conflict? 

WOULD WE collapse IF ILLEGAL WORKERS SELF-DEPORTED? 

What if the officially estimated 7 million illegal foreign workers^ were 
caused to self-deport over the next decade primarily through the enact- 
ment and implementation of laws that denied them U.S. jobs? 

This is not an idle scenario. Most of the major corporate lobbies believe an aggres- 
sive enforcement of immigration laws, added to mandatory workplace verification of 
new hires, would lead to a substantial loss of workforce among businesses that have 
illegally hired a lot of foreign workers. 

That is why they insist on a legalization of the current illegal workforce — and 
adoption of a large new guest worker program — before they would consent to full 
enforcement of immigration laws. 

In the assessment of the corporate lobbies, an Attrition Through Enforcement pol- 
icy depriving businesses of their illegal workers would threaten to collapse the econ- 
omy, harming all workers and the national interest. 

But in the school of thought represented by the bi-partisan U.S. Commission on 
Immigration Reform, the removal of millions of illegal foreign workers would open 
up jobs and raise the wages for American workers while strengthening the economy 
and serving the national interest. 

A GIANT POOL OF NON-EMPLOYED AMERICANS 

Would our economy suffer under an Attrition Through Enforcement & Self-Depor- 
tation scenario? Would American workers gain? Is it economically necessary to le- 
galize the illegal workers to keep their employers in business? 

Let’s look at some big numbers. 

About 142 million people in America (including 7 million illegal aliens) hold pay- 
ing jobs. They are the producers, and they support 160 million people in America 
who do not hold a pa 3 dng job (including 5 million illegal aliens).^ 

That’s 142 million supporting 160 million others. 

But among the 160 million “non-producing” dependents are 70 million “non-insti- 
tutionalized” people who have no job but who are of the same age as the Americans 
who are holding full-time and part-time jobs. 


i“Size and Characteristics of the Unauthorized Migrant Population in the U.S.,” Jeffrey S. 
Passel, Pew Hispanic Center. 

2 March 2006 Current Population Survey 
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Nearly 70 million people in the broad working age of 16-74 are either looking for 
a job and are considered unemployed, or have dropped out of the labor force alto- 
gether. ^ 

That would be 70 million Americans without a job from which to find only 7 mil- 
lion to replace the illegal foreign workers — that is 10 available legal U.S. residents 
without a job for every one illegal foreign worker with a job. 

The ratio is still overwhelmingly in favor of finding American worker replace- 
ments even if you limit the pool to: 

• Native-born Americans 

• Aged 18-64 

Some 42 million Americans without a job meet those criteria. 

And of those, 23 million are “less-educated” Americans with no education beyond 
high school and, thus, the people who would be more likely to compete for most of 
those jobs. That would be three less-educated Americans without a job for every ille- 
gal alien with a job. 

Sadly, this category of less-educated Americans has seen labor participation rates 
fall still lower in recent years, as foreign labor participation has risen.'' Opening up 
construction, food production, hospitality and other service jobs would provide imme- 
diate opportunities to reverse the native workforce dropout damage of recent years. 

ILLEGAL ALIENS DO JOBS AMERICANS WON’T WAIT TO DO 

Skeptics always raise the question about whether Americans would do the jobs 
that illegal aliens are doing. My response long has been that without the avail- 
ability of foreign labor, employers eliminate jobs that aren’t very productive and im- 
prove the conditions on the others until Americans take them. 

But many recent cases of workplace raids in meatpacking plants and factories in 
all regions of the country during the last few months have suggested that there are 
a lot of Americans who will take so-called foreigner work as is. In nearly every case, 
federal enforcement arrested or drove out large numbers of illegal foreign workers 
who were entirely replaced by American workers within a few weeks. In some cases, 
the employers offered somewhat better wages, benefits and working conditions to at- 
tract jobless Americans back into the labor market. But in other cases, Americans 
were willing to take the jobs under the exact circumstances the illegal worker held 
them. 

We may understand why when we look at the labor statistics a little closer. There 
may be 23 million less-educated Americans without a job as the potential pool for 
replacing the illegal aliens and many of whom will need some serious recruiting to 
get back into the job market. But there are around 7 million unemployed Americans 
who are looking for a job right now. 

SOCIETY AS A WHOLE AND ALL WORKERS TEND TO BENEFIT 

Why would we not seek to meet our labor needs out of this pool of non-employed 
Americans? 

From the standpoint of the non-employed Americans, why should they be denied 
the opportunity to be recruited to jobs that will provide them the satisfaction and 
dignity of being productive members of our society? The Americans who would ben- 
efit tend to be among the most vulnerable members of our national community, with 
the fewest resources. 

From the standpoint of teixpayers, why should working-age Americans dependent 
on tcixpayer support not be encouraged to step up to the plate to take available jobs? 

The 142 million productive working people of this country already are supporting 
the physical and social infrastructure for those 70 million non-employed working- 
age Americans. As any of those 70 million enter the labor force, there would be no 
need for more infrastructure to handle the housing, education, transportation, recre- 
ation, health care, etc. of they and their families (because they already are here). 
Furthermore, as they enter the workforce they would begin pa 3 dng more taxes to 
take some of the teix burden off the 142 million. 

If all 12 million of the officially estimated illegal aliens were to leave the United 
States, and if 7 million Americans replaced the 7 million illegal workers in their 
jobs, the ratio of “producers” to “non-producers” would change from a 142 to 160 


^“2006 annual Average Data, Employment status of the civilian noninstitutional population 
by age, sex and race,” Bureau of Labor Statistics 

''“Dropping Out: Immigrant Entry and Native Exit From the Labor market, 2000—2005,” Ste- 
ven A. Camarota, Center for Immigration Studies Backgrounder, March 2006 
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ratio to a 142 to 148 ratio, with significant implications for tax/expense ratios of 
local and state governments. 

According to recent Heritage Foundation research, most households headed by il- 
legal aliens are net tax drains of around $18,000 a year. When they leave the coun- 
try, governments not only save the $18,000 per household, but they save on the for- 
merly non-employed legal resident who has taken the illegal worker’s job and is now 
paying more teixes. A less-educated legal resident worker will be a net tax drain, 
too, but since he/she already was a teix drain as a non-employed person, he/she 
should be less of a drain with a job. 

‘attrition’ — NOT ‘MASS DEPORTATION’ — PROVIDES TRANSITION 

I am not aware of any study or even claim that the Attrition Through Enforce- 
ment & Self-Deportation option could result in mass departures of millions a year. 
And no political leader is proposing mass deportations. 

Thus, the process of recruiting and training Americans to replace 7 million illegal 
foreign workers as discussed above would take place over several years. 

The bad news for many of America’s most vulnerable citizens is that it will be 
years before many of those jobs will be opened up by illegal aliens leaving the coun- 
try. But the slow, steady process of emptying out the illegal population will provide 
employers plenty of time to adjust to a new era of the rule of law and establishing 
new channels of recruiting. 

’attrition’ sets need for domestic RECRUITING PATTERNS 

Many public and business leaders in local areas seem to sincerely believe that 
their region not only needs the illegal workers but must import new platoons of 
legal foreign workers each year. 

I recently spoke to a group of government and business leaders from western Col- 
orado. One man said that many tourism and minerals businesses there depend on 
illegal labor now, have depended on it for a long time and would collapse if new 
flows of foreign labor were cut off. Through a combination of legal and illegal chan- 
nels, according to this man, many businesses had become addicted to foreign labor. 

The Jordan Commission spoke to this problem: 

“The availability of foreign workers may create a dependency on them. It has 
been well-documented that reliance on foreign workers in low-wage, low-skill oc- 
eupations, such as farm work, creates disincentives for employers to improve pay 
and working eonditions for Ameriean workers. When employers fail to recruit do- 
mestically or to pay wages that meet industry-wide standards, the resulting de- 
pendence — even on professionals — may adversely affect both U.S. workers in that 
occupation and U.S. companies that adhere to appropriate labor standards.^ 

Here again are conclusions that foreign-worker patterns that are harmful to vul- 
nerable Americans are also harmful to the economy as a whole. But just like indi- 
viduals who are addicted to harmful drugs, businesses and local economies can 
wean themselves and change to healthier patterns of behavior. 

Does anybody really believe that the Colorado ski industry and mineral industry 
would shut down if the federal government shut off its supply of foreign workers? 

Instead of shutting down, one can be sure that these industries would aggres- 
sively create new channels of recruitment, perhaps into the relatively nearby popu- 
lation centers of Kansas City, Dallas, St. Louis and Chicago. Yes, at first, they 
might find it difficult to persuade non-employed people in those cities to pick up 
roots and move with their families to Colorado. But once the first individuals and 
families settle and like their conditions, they will send back word to old neighbors, 
friends and family — just like the foreign workers have been doing the last 30 years. 
Soon, domestic networking patterns will create flows of labor just like the inter- 
national ones do today that result in entire villages in foreign countries emptying 
out to settle in one small area of the United States. 

There are currently around 750,000 non-employed native adults (age 18-64) in 
Wisconsin, 900,000 in Missouri, 1.7 million in Illinois and 3.1 million in Texas.® 
While Attrition Through Enforcement is gradually weeding out illegal workers from 
the Colorado labor force, employers have huge pools of potential workers to be per- 
suaded to try living in the beautiful Rocky Mountain state. And if those states don’t 


^ 1997 Report To Congress, “Becoming An American: Immigration and Immigrant Policy,” p. 
79 

® March 2006 Current Population Survey 
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prove responsive enough, there are always the 4 million non-employed native adults 
in California. 

Because international recruiting services and networks are so readily available 
and because the federal government provides and allows such large flows of foreign 
workers, many Colorado businesses are far more likely today to seek workers from 
Central America than from the Central Time Zone of the U.S. 

The Jordan Commission thought the federal government should encourage em- 
ployers to re-discover domestic recruiting, calling on it to provide: 

. . incentives or penalties to help ensure that employers in the U.S. engage in 
serious recruitment of American workers (for example, national rather than loeal 
recruitment where appropriate) and contribute significantly to the training of the 
domestic U.S. workforce.’”’ 

The same phenomenon can be seen so readily in the Chesapeake Bay region and 
especially along the Atlantic seashore where the tourism industry clamors for access 
to more and more foreign workers even though around 2 million American natives 
in Maryland, Virginia and Washington DC do not have a job. Included in that are 
more than a million in the area who are less-educated. To again go alliterative, 
some of the businesses demanding more work visas each year are far more focused 
on recruiting from Poland than from the Potomac where tens of thousands of older 
teens and young adults waste away years in non-employment with little experience 
in entry-level and stepping-stone jobs that could form a pattern for later middle- 
class financial success. 

The gradual loss of illegal labor and a gradual reduction in new legal foreign labor 
would begin to create the virtuous economic circles of the World War One and World 
War Two eras in which industries had to recruit heavily from among poor, under- 
employed White and Blacks in the South and in the hill countries of our nation. 
When the wars shut off immigration, corporate America finally valued the least val- 
ued members of our national community and created great migrations of American 
natives across regions, leading toward the Great Economic Compression that turned 
the country into a dominantly middle class society.® 

DEAD-END JOBS BECOME PRIZED JOBS WITH LOWER IMMIGRATION 

The Great Economic Compression between 1929 and the early 1950s provides us 
a model for how reducing overall immigration numbers not only can stop the dam- 
age of immigration policy but greatly improve the lives of people in lower-skill jobs 
without them even having to change jobs. 

It was a time when the lower classes gained considerably on the middle classes 
and the middle classes gained on the upper classes. This emerging egalitarianism 
happened despite the coincidence with a Great Depression and a World War. Eco- 
nomic historians have attributed as much as one-third of this advancement of the 
working classes to the fact that immigration levels were low (well below 200,000 a 
year) and fertility had been low, producing an ever-tighter labor market.® 

I stood face-to-face with this history during my research in Iowa meatpacking 
towns. I talked to old meatcutters who had begun their careers in the 1920s in dis- 
gusting, dangerous conditions at very low pay. For four decades, industry had used 
the easy supply of foreign labor to bust unions and keep meatcutting as one of the 
worst jobs in America. 

But after Congress put strict numerical caps on immigration in 1924, the immi- 
grants in the packing houses found that their labor was more and more valued in 
the tighter labor markets. Their unions grew stronger, pay rose and meatpacking 
became one of the safer jobs in America. 

I talked to numerous men who in the 1970s made enough money to support large 
families on one income and took nice vacations every year. 

But all of them had lost their jobs in the early to mid-1980s after Congress al- 
lowed the flow of foreign labor to rise from a quarter million a year in the 1960s 
to a half million a year in the 1980s (and then a million a year after 1990). One 
meatpacking company used the excess labor to bust the unions and slash wages and 
working conditions. Every other company then had to do the same or be run out 
of business (and several were). Now, meatcutting is back to being one of the worst 
jobs in America, populated mainly by immigrants and illegal aliens who will put up 
with the conditions just as long as it takes to find another job. 


’ 1997 Report To Congress, Becoming an American: Immigration and Immigrant Policy, U.S. 
Commission on Immigration Reform 
®The Case Against Immigration, Roy Beck (W.W. Norton) 

® American Inequality: A Macroeconomic History, Jeffrey Williamson and Peter H. Lindert 
(Academic Press) 
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I have no doubt that if Congress would enact the Jordan Commission rec- 
ommendations, we would again see a beleaguered immigrant workforce in the 
meatpacking industry see their jobs turn into some of the best lower-skilled jobs in 
the country. 

But until then, we seem destined to continue a sad chain of occupations collapsing 
across the country. American drywallers are among the workers most under attack 
right now. But you can see it with all kinds of trades and services as the federal 
government’s recklessness about immigration numbers ruins formerly middle-class 
occupations. 


JORDAN COMMISSION RECOMMENDED LESS FOREIGN LABOR 

The Jordon Commission in the 1990s could find no rational justification to meet 
emerging labor needs by importing large quantities of new foreign workers. 

Regrettably, Congress dealt with only some of the illegal immigration issues in 
1996 and decided to set aside all of the Jordan Commission recommendations on 
legal immigration for consideration in a future year. That year has yet to arrive. 

I hope this hearing is a sign that the time has finally come when Congress and 
the President will effect policies that place the same kind of priority as did the bi- 
partisan Commission on ensuring that immigration never be allowed to reduce the 
wages, working conditions or opportunities of American workers. 

Based on that principle and research of the economy and labor markets in the 
1990s, the Jordan Commission concluded that: 

• Annual legal immigration numbers should be dramatically reduced; 

• Illegal immigration should be substantially curbed by eliminating the jobs 
magnet; 

• Illegal foreign workers already in the U.S. should be removed from our labor 
markets and caused to return to their home countries; 

• Large-scale foreign guest worker programs should be avoided; 

• Legal immigration should be limited to spouses, minor children, refugees and 
workers of very high skills not possessed by American workers. 

It seems to me that the major question before this subcommittee is why it should 
not go ahead and approve the rest of the Commission’s recommendations and also 
exercise its oversight and purse functions to force this Administration to implement 
the immigration laws already passed by Congress. 

Congress needs to consider if the conditions of the American worker and the econ- 
omy have changed substantially since 1996 to suggest that a different direction from 
the Jordan Commission is in order. 

With the abysmal statistics on widening gaps in income distribution and the 
plight of both our native and our foreign-born workers at the lower rungs of the 
labor market, it appears that the recommendations of the Jordan Commission are 
even more in order today than when they were made a decade ago. 

Ms. Lofgren. Thank you. 

Dr. Camarota, your 5 minutes. 

TESTIMONY OF STEVE CAMAROTA, Ph.D. DIRECTOR OF 
RESEARCH, CENTER FOR IMMIGRATION STUDIES 

Mr. Camarota. Madam Chairwoman and Mr. King and Members 
of the Committee, I would like to thank you for inviting me here 
to speak. 

I would like to begin my comments perhaps in a way by building 
just on what Mr. Beck said, by looking at it with data. There is no 
evidence of a labor shortage in this country, especially at the bot- 
tom, the labor market where immigrants are most concentrated. If 
there was, wages, benefits and employment should all be increas- 
ing fast. Actually, that is the opposite, the exact opposite, of what 
has been happening. 

The national unemployment rate of 4 or 5 percent is not even rel- 
evant to this debate for two reasons. First, immigration’s effect on 
the labor market, especially illegal immigration, is mainly on less- 
educated, young Americans, wherein unemployment is much higher 
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than 4 or 5 percent. Second, unemployment figures do not include 
those who have left the workforce entirely and given up looking for 
work. 

The share of adults without a high school education in the labor 
market — that is have a job or are looking for a job — fell from 59 
to 56 percent between 2000 and 2006, and for those with only a 
high school degree — and these are adults again — it fell from 78 to 
75 percent. Thus, these individuals, however, who are not in the 
labor market do not even show up in unemployment statistics. 

There is a huge supply of potential, less-educated natives in this 
country. There are 23 million adult natives, 18 to 64, with no edu- 
cation beyond high school who are either unemployed or not in the 
labor market. There are another 10 million teenagers, 15 to 17, 
who are unemployed or not in the labor market. There are 4 mil- 
lion college students unemployed or not in the labor market. And 
in each of these cases, the share of those individuals working has 
been declining, even after the economy turned up in 2003. 

Wages and benefits have generally stagnated or declined for the 
less-educated. Hourly wages for men with less than a high school 
education grew just 1 percent between 2000 and 2005. Hourly 
wages for men with only a high school degree grew by .5 percent 
for that whole 5-year period. If there really was a labor shortage, 
wages and benefits and labor force participation should all be going 
up. It is not. 

Now there is a good deal of research showing that immigration 
has contributed to this problem. In a study published in 2003 by 
The Quarterly Journal of Economics, which is like the top journal 
in the field, the authors concluded that immigration reduced the 
average annual earnings of native-born men without a high school 
degree by over 7 percent. 

In another recent paper published by the National Bureau of 
Economic Research, the authors concluded that immigration was 
responsible for 40 percent of the decline in Black employment — 
among men — ^between 1980 and 2000. Their findings are supported 
by other research done by Andrew Sum and Paul Harrington at 
Northeastern University looking at the post-2000 period. 

Now it is true that some researchers have found no significant 
negative effect from immigration, but they have mostly done that 
by comparing differences across local labor markets. Economists 
now think that the effect of immigration is national in scope, and 
the effect is mostly on young and less-educated workers, particu- 
larly minorities. 

When we focus on such workers and treat the economy as one 
big integrated whole, the economists do find significant negative ef- 
fects from immigration. Now, of course, other factors adversely im- 
pact wages and employment for such workers, such as technology 
and globalization, but labor-saving devices and access to imports 
makes allowing in less-educated workers all the more unnecessary 
from an economic point of view. And immigration levels, unlike 
globalization or the pace of technological innovation, is something 
we can change. 

Now it is also important to understand that all research indi- 
cates that less-educated immigrants who create the job competition 
for less-educated natives consume much more in public services 
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than they pay in taxes. The National Research Council found this. 
Often, the greatest strain is on services used by America’s poor. 

Now some still argue for immigration on the grounds that it will 
stop the aging of America as a society. We are short of workers, 
and the idea is we are just growing old so fast. But no serious de- 
mographer actually makes this argument. Census Bureau projec- 
tions indicate that if immigration were 200,000 a year, the work- 
ing-age share of the population, 15 to 64 years of age, would be 59 
percent in 2060. If it was a million a year, 5 times higher, the 
working-age percentage would be 60 percent. 

So you could have a huge difference in immigration with a tiny 
difference in the working-age share. It does make, however, the 
population a lot larger. Those who wish to keep immigration levels 
at their current level or perhaps increase them further must at 
least understand that the policies that they favor come at the ex- 
pense of the poorest and least educated Americans. 

Thank you. 

[The prepared statement of Mr. Camarota follows:] 
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• There is no evidence of a labor shortage, especially at the bottom end of the labor 
market where immigrants are most concentrated. If there was, wages, benefits 
and employment should all be increasing fast, the opposite of what has been 
happening. 

• Employment has declined significantly for the less-educated. The share of adult 
natives (1 8 to 64) without a high school diploma in the labor force fell from 59 to 
56 percent between 2000 and 2006, and fell from 78 to 75 for those with only a 
high school diploma. This means they are neither working nor looking for work. 

• There is a huge supply of potential less-educated native workers: 

• There are 23 million adult natives with a high school degree or less 
unemployed or not in the labor force. 

• There are 10 million native-born teenagers (15 to 17) unemployed or not 
in the labor force. 

• There are 4 million college students unemployment or not in the labor 
force. 

• In comparison, there are an estimated 7 million illegal aliens holding jobs. 

• Wages and benefits have generally stagnated or declined for the less-educated. 

• Hourly wages for men with less than a high school education grew just 1 
percent between 2000 and 2005. 

• Hourly wages for men with only a high school degree declined by .5 
percent between 2000 and 2005. 

• The share of employers providing health insurance has also declined. 

• There is good deal of research showing that immigration has contributed to the 
decline in employment and wages for less-educated natives. 

• Other factors have also adversely Impacted wages and employment opportunities 
for less-educated natives, such as technological change and globalization. 

• But labor-saving devices and access to imports makes allowing in less- 
educated workers all the more unnecessary economically and only adds 
more pressure on the less-educated. 

• Immigration levels are something we can actually change, unlike 
technological innovation or globalization. 

• All research indicates that less-educated immigrants consume much more in 
government services than they pay in taxes. Thus, not only does such 
immigration harm America’s poor, it also burdens taxpayers. 

• Immigration has very little effect on the aging of American society. In 2000, the 
average age of an immigrant was 39 and 35 for natives. 

• Census Bureau projections indicate that if net immigration averaged 1 00,000 to 
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200,000 annually, the worldng-age (15 to 64) share would be 59 percent in 2060, 
while with net immigration of 900,000 to one million, it would be 60 percent. 

• Current immigration will add about 100 million to the US population by 2057. 
Immigration makes the country more densely settled, but not much younger. 

• Those who wish to keep immigration at the current levels or perhaps increase it 
further must at least understand that the policy they favor comes at the expense of 
the poorest and least-educated Americans. 


Introduction 

Few government policies can have as profound an impact on a nation as immigration. 
Large numbers of immigrants and their descendants necessarily have a significant impact on the 
cultural, political, and economic situation in their new country. Over the last three decades, 
socio-economic conditions, especially in the developing world, in conjunction with U.S. 
immigration policy, have caused 25 million people to leave their homelands and emigrate legally 
to the United States. Additionally, the Immigration and Naturalization Service estimates that the 
illegal-alien population grows by 400,000 to 500,000 each year.' The current influx has caused 
an enormous growth in the immigrant population, from 9.6 million in 1970 (4.8 percent of the 
population) to 35.7 million (12.1 percent of the population) today. 

As in the past, immigration has sparked an intense debate over the costs and benefits of 
allowing in such a large number of people. One of the central aspects of the immigration debate 
is its impact on the American economy. While the number of immigrants is very large, as I will 
try to explain in this paper, the impact on the overall economy or on the share of the population 
that is of working-age is actually very small. And these effects are even smaller when one 
focuses only on illegal aliens, who comprise one-fourth to one-third of all immigrants. While the 
impact on the economy or the youthfulness of the country as a whole may be tiny, the effect on 
some Americans, particular workers at the bottom of the labor market may be quite large. These 
workers are especially vulnerable to immigrant competition because wages for these jobs are 
already low and immigrants are heavily concentrated in less-skilled and lower-paying jobs. In 
this paper I will try to explain some of the ways immigration impacts natives and the economy as 
a whole. 

Five Ways (delete:Reasons?) Immigration Can Impact Wages 

Immigrants Might Work for Less. For the most part, the research generally indicates 
that a few years after arrival, immigrant wages are very similar to those of natives in the same 
occupation with the same demographic characteristics. This may not be true in all places and at 
all times, but in general it seems that only newly arrived immigrants undercut native wages. 


'See "Estimates of the Unauthorized hnmigrant Population Residing in the United States: 
1990 to 2000" available at: 

http://www.uscis.gov/graphics/shared/statistics/publications/Ill_Report_121 1. pdf 
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This is probably true of illegal aliens as well. While immigrants as a group, and illegals in 
particular, do earn less than native-born workers, this is generally due to their much lower levels 
of education. In other words, immigrants are poorer than natives, but they generally earn wages 
commensurate with their skills, which as a group tend to be much lower than natives. 

Immigrants Are Seen as Better Employees. There is certainly a lot of anecdotal 
evidence and some systematic evidence that immigrants are seen as better workers by some 
employers, especially in comparison to native-born African Americans. It is certainly not 
uncommon to find small business men and women who will admit that they prefer Hispanic or 
Asian immigrants over native-born blacks. This is especially true of Hispanic and Asian 
employers, who often prefer to hire from within their own communities. We would expect this 
preference to result in lower wages and higher unemployment for those natives who are seen as 
less desirable. 

A study of the Harlem labor market by Newman and Lennon (1995) provides some 
systematic evidence that employers prefer immigrants to native-born blacks. Their study found 
that although immigrants were only 11 percent of the job candidates in their sample, they 
represented 26.4 percent of those hired. Moreover, 41 percent of the immigrants in the sample 
were able to find employment within one year, in contrast to only 14 percent of native-born 
blacks. The authors concluded that immigrants fare better in the low-wage labor market because 
employers see immigrants as more desirable employees than native-born African-Americans. I 
have also found some evidence in my work that in comparison to whites, there is an added 
negative effect for being black and in competition with immigrants. 

The Threat of Further Immigration. While no real research has been done on this 
question, the threat of further immigration may also exert a significant downward pressure on 
wages. To see how this might work consider the following example: Workers in a meat packing 
plant that has seen a sudden rise in the number of immigrant workers will very quickly become 
aware that their employer now has another pool of labor from which he can draw. Thus, even if 
immigrants remain a relatively small portion of the plant's total workforce, because of our 
relatively open immigration policy, the potential of further immigration exists. Therefore, 
native-born workers curtail their demands for higher wages in response to the threat of more 
immigration and this in turn holds down wages beyond what might be expected simply by 
looking at the number of immigrants in an occupation or even the country as a whole. 

Immigration Increases the Supply of Labor. By far the most important impact 
immigration has on the workforce is that it increases the supply of labor. Based on the March 
2005 Current Population Survey, there were almost 21 million adult immigrants holding jobs in 
the United States.’ However, they are not distributed evenly across occupations. In 2005, 30 
percent of immigrants in the labor market had no high school education, and for those who 


^Figures for 2005 are from "Immigrants at Mid-Decade: A Snapshot of American's 
Foreign-born Population in 2005, which can be found at: 
www.cis.org/articles/2005/backl405.html 
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entered in the preceding five years, 34 percent lacked a high school degree. In comparison, only 
8 percent of natives in the work force did not have a high school education. Overall, immigrants 
comprise 15 percent of the total workforce. But they are 40 percent of those without high school 
diplomas in the work force, while accounting for 12 percent of workers with more than a high 
school education. 

The occupational distribution of immigrants also shows their high concentration in jobs 
that require relatively few sldlls. In 2005, immigrants made up 6 percent of persons in legal 
services occupations (primarily lawyers and support staff), and 9 percent of individuals in 
managerial jobs. In contrast, they comprised 34 percent of workers doing building clearing and 
maintenance, and 26 percent of construction laborers. This means immigration has increased 
the supply of the some kinds of workers much more than others. As a result, any effect on the 
wages or job opportunities of natives will likely fall on natives employed in less-skilled and 
low-paying occupations. Given that they face much more job competition, it should not be 
surprising that less educated workers generally have a less favorable view of immigration. In 
contrast, more educated and affluent workers who generally have a more favorable view of 
immigration tend to see immigrants as only "takingjobs Americans don't want." 


Workers not in Competition with Immigrants. If immigration reduces wages for less 
educated workers, these wages do not vanish into thin air. Employers now have more money 
either to pay higher wages to more educated workers or to retain as higher profits. The National 
Research Council, in a 1997 study entitled "The New Americans," estimated that immigration 
reduced the wages of workers with less than a high school degree by about 5 percent. These 
workers roughly correspond to the poorest 10 percent of the workforce. But this reduction 
caused gains for the other 90 percent of workers equal to one or two tenths of one percent of 
their wages. The impact on educated workers is so small because workers at the bottom end of 
the labor market earn such low wages that even a significant decline in their wages only 
generates very modest gains for everyone else. 

For reasons explained in greater detail in the NRC report, the aggregate size of the wage 
gains for more educated workers should be larger than the aggregate losses suffered by 
Americans at the bottom of the labor market, thereby generating a net gain for natives overall. 
The NRC's findings mean that the wages of workers without a high school degree are $13 billion 
lower because of immigration, while the wages of other natives are roughly $19 billion higher, 
for a net gain of $6 billion. Of course, as a share of their income the losses to less-educated 
natives are much larger than the gains to other workers. And as share of the total economy the 
gain is extremely small. The two Harvard economists who did the NRC's labor market analysis 
argued that the benefit to natives, relative to the nation's $8 trillion economy at that time, is 
"minuscule."^ However, it should also be noted that while the effect on natives overall may be 
minuscule, the immigrants themselves benefit substantially by coming here. 


’George Boijas and Richard Freeman's New York Times opinion piece can be found at: 
http ://ksghome. harvard.edu/~GBorj as/Papers/NYT 1 2 1 097.htm 



26 


5 


Empirical Research 

Attempts to measure the actual labor market effects of recent immigration empirically 
have often come to contrary and conflicting conclusions. Studies done in the 1980s and early 
1990s, which compared cities with different proportions of immigrants, generally found little 
effect from immigration.'' However, these studies have been widely criticized because they are 
based on the assumption that the labor market effects of immigration are confined to only those 
cities where immigrants reside. 

Impact of Immigration Is Probably National Not Local. The interconnected nature of 
the nation's economy makes comparisons of this kind very difficult for several reasons. 

Research by University of Michigan demographer William Frey’ and others, indicates that 
native-born workers, especially those natives with few years of schooling, tend to migrate out of 
high-immigrant areas. The migration of natives out of high-immigrant areas spreads the labor 
market effects of immigration from these areas to the rest of the country. There is also evidence 
that as the level of immigration increases to a city, the in-migration of natives is reduced. 

In addition to internal migration patterns, the huge volume of goods and services 
exchanged between cities across the country creates pressure toward an equalization in the price 
of labor. For example, newly arrived immigrants who take jobs in manufacturing in a 
high-immigrant city such as Los Angeles come into direct and immediate competition with 
natives doing the same work in a low-immigrant city like Pittsburgh. The movement of capital 
seeking to take advantage of any immigrant-induced change in the local price of labor should 
also play a role in preserving wage equilibrium between cities. Beside the response of native 
workers and firms, immigrants themselves tend to migrate to those cities with higher wages and 
lower unemployment. In short, the mobility of labor, goods, and capital as well as choices made 
by immigrants may diffuse the effect of immigration, making it very difficult to detennine the 
impact of immigration by comparing cities. 


'Altonji, Joseph G. and David Card. 1991. "The Effects of Immigration on the Labor 
Market Outcomes of Less-skilled Natives" in John M. Abowd and Richard B. Freeman editors. 
Immigration, Trade and Labor. Chicago: University of Chicago Press. 

Borjas, George. 1 984. "The Impact of Immigrants on the Earnings of the Native-Born," 
W.M. Briggs and M. Tienda, Editors, Immigration: Issues and Policies, Salt Lake City: 
Olympus. 

Borjas, George J. 1983. "The Substitutability of Black, Hispanic and White Labor. 
Economic Inquiry, Vol. 21. 

Butcher, Kristin F. and David Card. 1991. "Immigration and Wages: Evidence from the 
1980s," The American Economic Review Vol 81. 

’Frey, William H. 1993. Race, Class and Poverty Polarization of US Metro Areas: 
Findings from the 1990 Census, Ann Arbor, Mich.: Population Studies Center. 

Frey, William H. 1996. "Immigration, Domestic Migration, and Demographic 
Balkanization in America: New Evidence for the 1990s," Population and Development Review. 
Vol. 22. 
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The National Research Council. One way researchers have attempted to deal with the 
problems associated with cross-city comparisons is to estimate the increase in the supply of labor 
in one skill category relative to another skill category brought about by immigration in the 
country as a whole. The wage consequences of immigration are then calculated based on an 
existing body of literature that has examined the wage effects of changes in the ratio of skilled to 
unskilled workers. The National Research Council (NRC) relied on this method in its 1997 
report entitled “The New Americans.”'' The report was authored by most of the top economists 
and demographers in the field of immigration. The NRC estimates that immigration has had 
significant negative effects on the wages of high school dropouts. The NRC concluded that the 
wages of this group, 1 1 million of whom are natives, are reduced by roughly 5 percent ($13 
billion a year) as a consequence of immigration. Not a small effect. Dropouts make up a large 
share of the working poor. Nearly one out of three native workers living in poverty lacked a 
high school education. The wage losses suffered by high school dropouts because of 
immigration are roughly equal to the combined federal expenditures on subsidized school 
lunches, low-income energy assistance, and the Women Infants and Children program. 

Center for Immigration Studies Research. My own research suggests that the effect of 
immigration may be even greater than the estimates in the NRC report.’ 1 compared differences 
across occupations nationally and found that the concentration of immigrants in an occupation 
does adversely affect the wages of natives in the same occupation. My results show that 
immigrants have a significant negative effect on the wages of natives employed in occupations 
that require relatively few years of schooling, accounting for about one-fifth of the labor force. 

In these occupations, a 1 percent increase in the immigrant composition reduces the wages of 
natives by 0.8 percent. Since these occupations are now on average 19 percent immigrant, my 
findings suggest that immigration may reduce the wages of workers in these occupations by 
more than 10 percent. It should also be added that native-born blacks and Hispanies are much 
more likely than whites to be employed in the adversely-impacted occupations. 

Other Research on Wages. Harvard professor George Boijas, who is regarded as the 
nation's leading immigration economist, found in a study published in 2003 by the Quarterly 
Journal of Economics that between 1980 and 2000, immigration reduced the average annual 
earnings of native-born men by an estimated $1,700 or roughly 4 percent.* Among natives 


®Edmonston, Barry and James Smith Ed. 1997. The New Americans: Economic, 
Demographic, and Fiscal Effects of Immigration, Washington D.C.: National Academy Press. 

’Steven Camarota 1998. "The Wages of Immigration: The Effect on the Low-Skilled 
Labor Market," Washington D.C.: Center for Immigration Studies. Camarota, Steven A. 1997. 
"The Effect of hnmigrants on the Earnings of Low-skilled Native Workers: Evidence from the 
June 1991 Current Population Survey," Social Science Quarterly, Vol. 78. 

*For a technical version of Dr. Borjas research see: 
http://ksghome.harvard.edu/~GBoijas/Papers/QJE2003.pdf, for a less technical version see: 
www.cis.org/articles/2004/back.504.html . 
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without a high school education, who roughly correspond to the poorest tenth of the worltforce, 
the estimated impact was even larger, reducing their wages by 7.4 percent. The 10 million 
native-born workers without a high school degree face the most competition from immigrants, as 
do the eight million younger natives with only a high school education and 12 million younger 
college graduates. The negative effect on native-born black and Hispanic workers is significantly 
larger than on whites because a much larger share of minorities are in direct competition with 
immigrants. 

While most of those adversely affected are less educated workers, Borj as's research 
indicates that the impact of immigration is throughout the labor market. The results for more 
skilled workers are particularly important because few of the immigrants in this section of the 
economy are illegal aliens, yet the effect is the same - lower wages for natives. This new 
research strongly indicates that the primary reason immigration lowers wages is not that 
immigrants are willing to work for less, rather lower wages are simply the result of immigration 
increasing the supply of labor. 

Impact on Employment. While most research has focused on wage effects of 
immigration, some work has also found an impact on employment. A 1995 study by Augustine 
J. Kposowa found that a 1 -percent increase in the immigrant composition of a metropolitan area 
increased unemployment among minorities by 0.13 percent.’ She concludes, "Non-whites 
appear to lose jobs to immigrants and their earnings are depressed by immigrants." A 1997 report 
published by the Rand Corporation, entitled "Immigration in a Changing Economy: California's 
Experience," authored by Kevin McCarthy and Georges Vernez (1997), estimated that in 
California between 128,200 and 194,000 people were unemployed or withdrawn from the 
workforce because of immigration. Almost all of these individuals either are high school 
dropouts or have only a high school degree. Additionally, most are either women or minorities. 

Impact on Employment post-2000. More recent work done on immigration also 
suggests that immigration may adversely impact native employment. A report 1 authored for the 
Center for Immigration Studies early this year showed that only 9 percent of the net increase in 
jobs for adults (1 8 to 64) went to natives between 2000 and 2005, even though adult natives 
accounted for 61 percent of the increase in the overall size of the 16-to-64 year-old population. 
Looking at adult natives with only a high school degree or less, the number of these less- 
educated natives not in the labor force, which means they are not working or looking for work, 
increased by 1 .5 million between 2000 and 2005. At the same time, the number of adult 
immigrants (legal and illegal) in the labor force with only a high school degree or less grew by 
1 .6 million. Of perhaps greatest concern, the percentage of adult natives without a high school 
degree who are in the labor force fell from 59.1 to 56.3 percent between 2000 and 2005 and for 


’Kposowa, Augustine J. 1995. "The Impact of Immigration on Unemployment and 
Earnings Among Racial Minorities in the United States." Racial and Ethnic Studies, Vol. 18. 
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natives with only a high school degree it fell from 78.2 to 75.4 percent.'” In total there are 1 1.6 
million immigrants in the labor force with only a high school degree or less, about half are illegal 
aliens. 

The decline in less-educated adult natives ( 18 to 64) in the labor market does not seem to 
be the result of more parents staying home with young children, increased college enrollment or 
early retirement. The workers themselves are not the only thing to consider, nearly half of 
American children (under 18) are dependent on a less-educated worker, and 71 percent of 
children of the native-born working poor depend on a worker with a high school degree or less. 
The findings of our 2005 employment study are very consistent with research on this subject. 
Andrew Sum and his colleagues at Northeastern University have also published several reports 
showing that all or almost all job growth from 2000 to 2004 went to immigrants. In their most 
recent paper. Sum and his colleagues found that the arrival of new immigrants (legal and illegal) 
in a state results in a decline in employment among young native-born workers in that state. 

Their findings indicate that young native-born workers are being displaced in the labor market 
by the arrival of new immigrants." In another recent paper published by the National Bureau of 
Economic Research the authors found that a 10-percent immigrant-induced increase in the 
supply of a particular skill group reduced the wages of black men by 3.6 percent, lowered the 
employment rate of black men by 2.4 percentage points, and increased the incarceration rate of 
black men by almost a full percentage point. Overall the authors concluded that immigration 
was responsible for 40 percent of the decline in black employment between 1980 and 2000.'” 

A recent report by the Pew Hispanic Center found no consistent pattern with regard to 
native employment between states that experienced a large influx of immigrants and states that 
had relatively few immigrants. Two key points need to be made about this report: First, as 
already discussed, it is not at all clear that one can measure the impact of immigration by looking 
at local labor markets. Second, the report does not focus on trends among persons under age 30 
or 35, who have seen the biggest decline in employment in the last 5 years. In fact, Pew only 
looks at workers 25 years and older. Thus many of the workers most likely to be effected are 
excluded by Pew, and the rest are lumped in with older workers whose employment has not 
declined significantly. 


Benefits of Immigration 


'"The report entitled “Dropping Out: Immigrant Entry and Native Exit From the Labor 
Force, 2000-2005” can be found at www.cis.org/articles/2006/back206.html 

"“The Impact of New Immigrants on Young Native-Born Workers, 2000-2005," 
September 2006, Center for Immigration Studies, by Andrew Sum, Paul Harrington, and Ishwar 
Khatiwada. www.cis.org/articles/2006/back806.html 

'"“Immigration and African-American Employment Opportunities: The Response of 
Wages, Employment, and Incarceration to Labor Supply Shocks,” NBER Worldng Paper 12518, 
by George 1. Borjas, Jeffrey Grogger, and Gordon H. Hanson. 

http://ksghome.harvard.edu/~GBorj as/Papers/Borjas,%20Grogger,%20Hanson,%202006. pdf 
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Of course, it is important to realize that wage losses suffered by the unskilled do not 
vanish into thin air. As already discussed, the NRC estimated that the gain resulting from the 
wage loses suffered by the unskilled is equal to about one or two tenths of one percent of our 
total economy. Thus, additional unskilled immigration can be justified on the grounds that it 
creates a very small net benefit for the country as a whole, though it is harmful for unskilled 
workers. There is some debate about the net benefit of immigration. A 2002 study published by 
the National Bureau of Economic Research (NBER), entitled "Technological Superiority and 
the Losses from Migration," found that there is no economic gain from immigration. In fact the 
loss to all natives totals nearly $70 billion dollars. But it must be remembered that neither the 
NRC study or NBER study takes into account the benefits to immigrants. 

Impact on an Aging Society 

Some observers think that without large-scale immigration, there will not be enough 
people of working age to support the economy or pay for government. It is certainly true that 
immigration has increased the number of workers in the United States. It is also true that 
immigrants tend to arrive relatively young, and that they tend to have more children than 
native-born Americans. Demographers, the people who study human populations, have done a 
good deal of research on the actual impact of immigration on the age structure. There is 
widespread agreement that immigration has very little impact on the aging of American society. 
Immigrants age just like everyone else; moreover, the differences with natives are not large 
enough to significantly alter the nation's age structure. This simple fact can be seen clearly in 
the 2000 Census, which showed that the average age of an immigrants was 39, compared to 35 
for natives.'^ 

Another way to think about the impact of immigration on the aging of American society 
is to look at the working-age population. In 2000, 66.2 percent of the population was of 
working-age (15 to 64), but when all post-1980 immigrants are not counted, plus all of their 
U.S.-born children, the working-age share would have been 65.9 percent in 2000. Immigration 
also does not explain the relatively high U.S. fertility rate. In 2000, the U.S. fertility rate was 2.1 
children per woman, compared to 1.4 for Europe, but if all immigrants are excluded the rate 
would still have been 2.0. Looking to the future. Census Bureau projections indicate that if net 
immigration averaged 100,000 to 200,000 annually, the working-age share would be 58.7 
percent in 2060, while with net immigration of roughly 900,000 to one million, it would be 59.5 
percent. As the Bureau states in the 2000 publication, immigration is a "highly inefficient" 
means for increasing the working-age share of the population in the long-run.” Census 
projections are buttressed by Social Security Administration (SAA) estimates showing that over 


”These figures and ones on aging that follow can be found in a 2005 report by the Center 
for Immigration Studies entitled, "Immigration in an Aging Society: Workers, Birth Rates, and 
Social Security," which can be found at www.cis.org/articles/2005/back505.html 

“See page 21 of the Census Bureau's "Methodology and Assumptions for the Population 
Projections of the United States: 1999 to 2100." The report can be found at: 
www.census.gov/popul ation/www/documentation/twps003 8.pdf 
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the next 75 years, net legal immigration of 800,000 a year versus 350,000 would create a benefit 
equal to only 0.77 percent of the program's projected expenditures. 

Of course, it must be emphasized that immigration does not make the country older. In 
fact, the impact is slightly positive. But, one can advocate less immigration secure in the 
knowledge that it will not cause the population to age more age rapidly. There is no doubt that 
the aging of the nation's population will create very real challenges. But the level of immigration 
is almost entirely iirelevantto this problem. America will simply have to look elsewhere to met 
these challenges. 

Policy Discussion 

Knowing that low-skilled natives are made poorer or their unemployment increased by 
immigration does not tell us what, if anything, we should do about it. The extent to which we 
take action to deal with the wage and employment effects of immigration depends on how 
concerned we are about the wages of less-skilled natives. A number of scholars have argued that 
the inability of low-skilled workers to find work and earn a living wage contributes significantly 
to such social problems as welfare dependency, family breakup, and crime. One need not accept 
all the arguments made in this regard to acknowledge that a significant reduction in employment 
opportunities for the poorest Americans is a cause for real concern. 

Help Workers But Leave Immigration Policy Unchanged. If we wish to do 
something about the effects of immigration, there are two possible sets of policy options that 
could be pursued. The first set would involve leaving immigration policy in place and doing 
more to ameliorate the harmful effects of immigration on natives in low-skilled occupations 
Since the research indicates that the negative impact from immigration falls on those employed 
at the bottom of the labor market, an increase in the minimum wage may be helpful in offsetting 
some of the wage effects of immigration, though doing so may exacerbate the unemployment 
effect. Most economists think that the minimum wage tends to increase unemployment. 
Increasing the minimum wage and keeping unskilled immigration high, may make this problem 
even worse. 

Another program that might be helpful in assisting those harmed by immigrant 
competition is the Earned Income Tax Credit (EITC), which provides cash to workers who pay 
no federal income tax. There is little doubt that the cash payments from the Credit increases the 
income of low-wage workers. However, in addition to the high cost to taxpayers, the Credit may 
also hold down wages because it acts as a subsidy to low-wage employers. That is, employers 
have less incentive to increase wages because workers are now being paid in part by the federal 
government. Cutting low- and unskilled immigration, on the other hand, has no such down side 
for less-skilled workers nor is it costly to taxpayers. Moreover, the Credit only increases 
earnings for those with jobs, it does not address increased unemployment among the less-skilled 
that comes with immigration. Finally, it is not clear how much increasing the minimum wage or 
the EITC would be helpful in dealing with the decline in labor-force participation among less 
educated natives discussed above. 

Reducing Unskilled Legal Immigration. The second set of policy options that might be 
enacted to deal with this problem would involve changing immigration policy with the intent of 
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reducing job competition for natives and immigrants already here. If we were to reduce 
unskilled legal immigration we might want to change the selection criteria to ensure that 
immigrants entering the country will not compete directly with the poorest and most vulnerable 
workers. At present, only about 12 percent of legal immigrants are admitted based on their skills 
or education. Since two-thirds of permanent residency visas are issued based on family 
relationships, reducing the flow of low-skilled legal immigrants would involve reducing the 
number of visas based on family relationships. This might include eliminating the preferences 
now in the law for the siblings and adult children (over 21) of U.S. citizens and the adult children 
of legal permanent residents. These changes would not only reduce low-skilled legal 
immigration immediately, they would also limit the chain migration of low-skilled immigrants 
that occurs as the spouses of those admitted in the sibling and adult child categories petition to 
bring in their relatives. 

Reducing Unskilled Illegal Immigration. In addition to reducing the flow of 
low-skilled legal immigrants, a greater allocation of resources could be devoted to controlling 
illegal immigration, especially in the interior of the country. About one half of the immigrants 
working in such occupations as construction, building cleaning and maintenance, and food 
processing and preparation are estimated to be illegal aliens according to my own analysis and 
research done by the Pew Hispanic Center. A strategy of attrition through enforcement offers 
the best hope of reducing illegal immigration. The goal of such a policy would be to make 
illegals go home or self deport. The former INS estimates that 165,000 illegals go home each 
year, 50,000 are deported, and 25,000 die. But some 800,000 to 900,000 new illegals enter each 
year so there is a net growth of 400,000 to 500,000 a year.'' If America becomes less hospitable 
to illegals, many more will simply decide to go home. 

The centerpiece to interior enforcement would be to enforce the law barring illegals from 
holdingjobs by using national databases that already exist to ensure that each new hire is legally 
entitled to work here. In 2004, only four employers were fined for hiring illegals. The IRS must 
also stop accepting Social Security numbers that it knows are bogus. We also need to make a 
much greater effort to deny illegal aliens things like drivers licenses, bank accounts, loans, 
in-state college tuition, etc. Local law enforcement can play an additional role. When an illegal 
is encountered in the normal course of police work, the immigration service should pick that 
person up and deport him. More agents and fencing are clearly needed at the border as well. 

Conclusion 

As discussed above, the impact of immigration on the overall economy is almost 
certainly very small. Its short- and long-term impact demographically on the share of the 
population that is of working age is also very small. It probably makes more sense for 
policymakers to focus on the winners and losers from immigration. The big losers are natives 
working in low-skilled, low-wage jobs. Of course, technological change and increased trade also 
have reduced the labor market opportunities for low-wage workers in the Untied States. But 
immigration is different because it is a discretionary policy that can be altered. On the other 


"See Footnote 1. 
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hand, immigrants are the big winners, as are owners of capital and skilled workers, but their 
gains are tiny relative to their income. 

In the end, arguments for or against immigration are as much political and moral as they 
are economic. The latest research indicates that we can reduce immigration secure in the 
knowledge that it will not harm the economy. Doing so makes sense if we are very concerned 
about low-wage and less-skilled workers in the United States. On the other hand, if one places a 
high priority on helping unskilled workers in other countries, then allowing in a large number of 
such workers should continue. Of course, only an infinitesimal proportion of the world's poor 
could ever come to this country even under the most open immigration policy one might 
imagine. Those who support the current high level of unskilled legal and illegal immigration 
should at least do so with an understanding that those American workers harmed by the policies 
they favor are already the poorest and most vulnerable. 
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Ms. Lofgren. Thank you, Dr. Camarota. 

Because this is the minority’s day of hearings, I will call first on 
the Ranking Member, Mr. King, for his 5 minutes of questions. 

Mr. King. Thank you very much. Madam Chair, and I appreciate 
that. 

I think with all the testimony that is here — and I appreciate it 
all — the part that is the least discussed is the recruitment channels 
for employees. 

And I think about how things work when I went down to go to 
work on a pipeline when I was 19 years old. People showed up, and 
some slept in campers. If you stayed there long enough, pretty 
soon, they would become trailer houses. Then they would begin to 
put foundations in and build homes, and towns start. 

The recruitment lines went back by familial lines. Anyway that 
the communications could go, from Haiti, from Iowa to Kansas, 
wherever it might be, that network has been how we recruited a 
group of employees. 

And, Mr. Beck, you spoke on that, and I would ask if you would 
expand on that thought for this Committee, please. 

Mr. Beck. Interesting you would bring up, you know, local per- 
sonal experience. I grew up in the Missouri Ozarks in the 1960’s, 
and many of my friends — I was busy working in a steel plant 
there — were recruited to dig for pipelines through Nebraska and 
Kansas. This was grueling work, 60-hour-a-week work, but they of- 
fered good pay, and they had to do it because, at that point, they 
did not have these foreign labor channels to do it. 

I was watching a PBS special on the building of the Alaska pipe- 
line, and I do not know if you have seen this recently, but it is 
amazing, you know, how incredibly awful the working conditions 
were, and yet they had people standing in line. They did not have 
enough jobs — they were terrible jobs — ^because they paid enough 
money. 

I have no doubt that the Colorado Tourism Ministry that I spoke 
to recently and said, you know, we would go out of business with- 
out foreign laborers, they used to have recruitment channels into 
places like St. Louis and Chicago and Dallas and Kansas City. 
They do not have those anymore. 

So, I mean, I think all of us can who are of a certain age can 
remember when those recruitment channels existed. One of the 
things that happens among young people is that if they do not see 
people their age or just above their age doing a job, they cannot 
necessarily imagine doing that job. So it is not going to be particu- 
larly easy. 

It is going to take a little bit of time for businesses to have to 
actually motivate. Recruitment means not just offering a job. It 
means motivating people to take this job. It means, in some cases, 
getting whole pure networks to come at the same time. But I do 
not think we are talking about people moving across the entire 
country either. In most places, you have plenty of labor within 100, 
200 miles. 

Mr. King. Could I summarize that by suggesting that employers 
will do what is necessary and most efficient in order to recruit the 
labor that they need to do the job? 
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Mr. Beck. They are not going to go out of business just because 
the Congress does not provide them easy foreign labor. 

Mr. King. And like electricity, follow the path of least resistance. 

I go to Dr. Camarota. You made the statement that the unem- 
ployment rates are not even relevant in this discussion, and it is 
interesting. I have not heard that statement made before this panel 
at any time. I am in my fifth year here. I might have missed it. 
But I would ask you to expand upon that a little bit. 

I went back to the U.S. Department of Labor, and I thought, 
well, if you are a company and you wanted to evaluate if you are 
going to establish, you know, in a locale, you would go in and do 
a survey and find out what is the available labor supply. The U.S. 
Department of Labor will get you those numbers if you break those 
statistics down. You have done that, and if you could speak to that 
issue, I would appreciate it. 

Mr. Camarota. Sure. Look, I mean, the national unemployment 
rate includes everyone, and it includes only those who say they are 
actively looking for a job at the time the Government asks. 

If we break that down and look at, say, workers with less than 
a high school education, their unemployment rate is usually two 
and often three times the national average. If we look at young 
workers who have only a high school degree but are under the age 
of 30, their unemployment rate is typically double the national av- 
erage. 

Then there is the issue of all the people who are not even in the 
labor market, some 20 million people who have no education be- 
yond high school, they are not in school, and they are not in the 
labor market right now. Now, obviously, not every one of those in- 
dividuals wants to work. 

But to put some of this in perspective, if there are 23 million 
less-educated natives, either unemployed or not in the labor mar- 
ket, 10 million teens, 4 million college students in the same situa- 
tion, there are about 7 million illegal aliens. If you are asking me, 
“Does it seem that we have easily the potential pool of workers to 
replace the 7 million illegal aliens?” provided we pay well enough, 
yes. 

Mr. King. All right. Thank you. Dr. Camarota. 

Mr. Fair, Dr. Camarota made the statement that 40 percent of 
the decline in Black employment over the years 1980 to 2000 was 
indexed to an increase in immigration — illegal immigration would 
be part of that — would you speak to that issue, please? 

Mr. Fair. Well, absolutely. There is no doubt about, as we look, 
for example, in Miami, that as the numbers rise in terms of legal 
and illegal immigration, then prosperity drops in our community. 
As we look at how they are recruited — you alluded to that earlier — 
it becomes quite clear that there is a system of informality that al- 
lows those, because of their numbers, to impact adversely on my 
community. 

If we go to Fort Lauderdale International Airport, nine out of 10 
of the workers there happen to be Haitian, and you would, there- 
fore, conclude that Black people who live in Liberty City do not 
want to work at the airport. That is not true. There is no official 
advertisement of the jobs into my community that Black folks are 
aware of. As a result of that, then it impacts adversely on our num- 
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bers because the jobs are there, folks take the jobs, and therefore 
the 40 percent keeps getting larger and larger. 

Ms. Lofgren. The gentleman’s time has expired. 

Mr. King. That is the recruitment channel that Mr. Beck ad- 
dressed. 

I yield back. 

Ms. Lofgren. The Chair now recognizes Mr. Ellison for 5 min- 
utes. 

Mr. Ellison. Thank you, gentlemen, for your presentations. I ap- 
preciate it. 

I also thank the Chair and the Ranking Member for the hearing. 
It is a very important subject. 

I wonder, Mr. Fair, if you could talk about some of the efforts 
that have taken place from a governmental standpoint or it may 
be even a business-community standpoint in Liberty City or even 
Florida to do active recruitment efforts, training efforts, edu- 
cational efforts to get the young Black men that you and I care so 
much about in a position to take the jobs that you are mentioning. 

So could you talk about what is going on without regard to immi- 
gration, but just things that we are doing to train and recruit and 
educate young African-American men to be ready for the job mar- 
ket? What is going on now? 

Mr. Fair. Through our South Florida workforce program, which 
is the primary Government-funded program whose purpose is to 
address that issue, there is a lot going on. The issue is not what 
is going on, but the issue is the magnitude of that which is going 
on. 

If you have a federally designed program to train and prepare 
300 persons who are unemployed to participate in the job market, 
but the real population of need is 3,000 people, then you make no 
significant impact on the pattern then. So what is needed is a re- 
allocation of significant resources to resolve the problem today, not 
tomorrow. 

Mr. Ellison. You know, Mr. Fair, I will agree with you whole- 
heartedly. I think you are dead on the mark. 

The thing that concerns me about the whole discussion we are 
having today is that, you know, for years and years — and, you 
know, I am a 43-year-old African-American man — I well remember 
looking for a job, having trouble getting one. In the programs avail- 
able, the things to help me get employed were not easy to find, and 
yet in 2007, we are being told that it is the immigrants’ fault. And 
I just do not buy that. 

I think that there has been a consistent neglect of young African- 
American men participating in the labor force for quite a long time, 
and now, all of a sudden, for political reasons, some people say, 
“Oh, it is the immigrants,” and I just have problems believing that. 

If I could ask you a question, Mr. Camarota, I thought your pres- 
entation was very interesting, and I think that you have an excel- 
lent command of the statistics in your presentation and I just want 
to ask you this question. You have made a good case, I think, that 
America does not have a labor shortage. There are more than 
enough native American workers to fill the particularly low-wage 
jobs out there. 
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But that does not necessarily lead me to the conclusion that it 
is somehow foreign workers that are doing the displacing. I mean, 
that might be a reasonable conclusion to draw, but I wonder if you 
could help me draw the line a little bit tighter for me. For example, 
if you say there is a worker surplus for low-wage sector employ- 
ment, can we then necessarily draw the conclusion that it is some- 
how the agency of low-wage foreign workers or their acts that are 
causing the displacement of the native workers? 

It seems to me that there is a real good chance that is the native 
corporate structure that is trying to get low-wage workers that are 
easy to manipulate, not likely to form a union, and are subject to 
being intimidated through Government acts and through ICI that 
sort of makes them really want to seek out these foreign workers, 
which is really the real causative factor. 

I wonder if you would comment, if you understand what I am 
saying. 

Mr. Camarota. Well, let me answer it this way. Maybe this is 
helpful. If the question is, is immigration the only problem that 
less-educated workers face or African-American men face, clearly, 
it is not. You have other structural problems in the U.S. economy. 

But take that NBER paper for example. It did say that 40 per- 
cent of the problem seems to be related to immigration, and it is 
a 40 percent we could change. We could set a different immigration 
level and dramatically reduce it. It is very hard to instruct the Jap- 
anese to stop setting up factories in Malaysia or to slow the pace 
of technological innovation which generally disadvantages less-edu- 
cated people. So this is something we have control over, we can ac- 
tually do something about. 

And another issue is that there also is a kind of a crowding out 
for public services as well. So you do not just have labor market 
impact. You can also have impact, say, on health care and edu- 
cation for low-income populations. But immigration is not the only 
problem. Absolutely. 

Ms. Lofgren. The gentleman’s time has expired. 

The Ranking Member, Mr. Smith, is recognized for 5 minutes. 

Mr. Smith. Thank you. Madam Chair. 

Mr. Fair, let me address my first question to you, but preface it 
by saying that, 2 weeks ago, I attended church in the Black com- 
munity of San Antonio, and after church was over, I had breakfast 
with about 12 new friends in a room next to the church itself. 

The number-one issue they were concerned about was illegal im- 
migration. That was from their heart. They have seen the evidence 
of it in their community, and they knew what they were talking 
about. 

It seems to me that unless we think we can somehow repeal the 
law of supply and demand when, as you said, when you get into 
the magnitude of the number of people coming in, the mass illegal 
immigration or mass legalization of illegal immigrants, that is in- 
evitably going to have an adverse impact on lots of communities, 
but probably disproportionately the Black community. 

Why do you think that there are organizations, particularly even 
civil rights organizations, that deny that immigration has an im- 
pact? As Mr. Camarota just said, we know there are lots of reasons. 



38 


but it would be dangerous denial to say that immigration is not one 
of the substantive reasons. Do you have any thoughts on that? 

Mr. Fair. I most certainly do, and it takes more than 5 minutes, 
but it is called the complicity of race. And that means that for so 
long, we have been denied the right to be right about things that 
are important to us, that when we publicly are right, we get con- 
demned. So the most important thing is for us to be liked by those 
even though they do not like us. 

It is amazing that if you look at the history of Black leadership 
on this issue, from A. Philip Randolph to Frederick Douglass, W.B. 
DuBois, they all were against immigration, but a strange thing 
happened on the way to the press conference. Their supporters ini- 
tially were people who were immigrants and, therefore, suggested 
to them that you cannot be against us if you are not for us, and 
they had to withdraw their positions publicly. The only one that 
kept his position was A. Philip Randolph. He started out as a re- 
strictionist. He ended up being a restrictionist. 

The leadership today is the same. They want to make sure that 
they are liked, but they cannot deny the reality, and if you talk to 
people, as you talked to those persons at the church, you will find 
that what they are saying nationally is not what we are feeling on 
the street. 

Mr. Smith. That is a profound statement. I thank you for that. 

Mr. Beck and Mr. Camarota, let me ask a question of you all. 

First of all, Mr. Beck, congratulations on the recent 10th anni- 
versary of NumbersUSA and for all the good work that you have 
been doing. 

You mentioned Barbara Jordan. I served with Barbara. Or did 
I serve with Barbara Jordan? She was certainly a personal friend 
of mine, and I know we had to testify before the Immigration Sub- 
committee that I chaired years ago. I admire her work, and it is 
interesting that we are now disregarding her work. 

She, of course, is a former Congresswoman from Texas, African- 
American herself, and she saw clearly the dangers of illegal immi- 
gration to the American labor market, and since both of you all 
have testified about the labor market, that is really my question. 
Both of you have said that there is no labor shortage, that, in one 
case, wages are less than inflation for the low-skilled for the last 
several years. Clearly, immigration has an impact on that, al- 
though a lot of people tend to gloss over that. 

Do you all have any statistics to give us today as to how many 
legal immigrants there are in the so-called categories of jobs where 
illegal immigrants supposedly predominate? My figures are along 
the lines of, for instance, even in the service sector, even in the 
food industry, even in the construction industry, the vast majority 
of individuals are actually legal workers, and yet that is where the 
highest unemployment is among American workers because of the 
oftentimes low-skilled foreign workers who are coming in and dis- 
placing American workers. 

Mr. Beck and Mr. Camarota? 

Mr. Camarota. Yes. I mean, roughly speaking, in occupations 
like construction, building, cleaning and maintenance, or food prep- 
aration and service, about half of the immigrants in those occupa- 
tions are illegal, about half are legal, but in most cases, about 70 
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to 80 percent of the people in those occupations are U.S. horn. So 
illegals generally make up anywhere from 10 to 20 percent of the 
workers in those occupational categories. 

If I had time, I could go through and give you some more precise 
estimates, but roughly speaking, in most of those occupations, 80 
percent of the people are legal and, in most cases, it is more than 
80 percent. In fact, if you looked at all 370-plus occupations as de- 
fined by the Department of Commerce, you can basically not find 
any that are majority foreign born, let alone majority illegal. 

Ms. Lofgren. The gentleman’s time has expired. 

We will now recognize Mr. Davis for his 5 minutes. 

Mr. Davis. Thank you. Madam Chairwoman. 

Let me welcome the panel. 

Mr. Fair, let me begin with a statement. I recognize I am not a 
witness today, but given my friend from Texas’s comments and 
given your comments, I do want to put one thing in perspective. I 
do not know that generalizations help us a whole lot today. 

Mr. Fair, I noticed the title of your opening statement is a pro- 
vocative one. It is “Mass Immigration Versus Black America,” 
which implies that there is a monolith of effect and a monolith of 
opinion within the Black community. 

You and I do not think alike on this issue. You and Mr. Ellison 
do not think alike on it. There is no monolith of opinion in the 
Black community. Some Black people would be supportive of one 
approach on immigration. Some, such as you, would take another. 
But I assume and hope you would agree with me there is no Black 
position on this. 

Let me move from that to another set of observations. I want to 
pick up on Mr. Ellison’s points. Mr. Ellison was — and this is how 
I took Mr. Ellison’s questions. I think trying to get you to focus on 
cause-effect. You lay out in your opening statement, your testimony 
today, a lot of effects. 

You worry, for example, about the fact that illegal aliens could 
be costing taxpayers $10 billion more in services than they pay in 
taxes, and then you make the statement that is $10 billion that is 
not being spent on disadvantaged Americans. You mention social 
services. 

If I understand your testimony, your argument, the context, you 
have said that the money that we are spending on illegal aliens, 
in your opinion, takes dollars away from the safety net in this 
country. Is that a fair characterization? 

Mr. Fair. Yes, sir. 

Mr. Davis. Let’s focus on $10 billion. Do you happen to support 
the Warner Act? 

Mr. Fair. Yes, sir. 

Mr. Davis. You do. Do you happen to know how much it has 
cost? 

Mr. Fair. No, I do not. 

Mr. Davis. Do you have any idea? 

Mr. Fair. No. 

Mr. Davis. Do you think it is in excess of $10 billion? 

Mr. Fair. Should be. 

Mr. Davis. It is actually, as I understand it, $8.4 billion a month. 
That is money that could be spent on social services, too, isn’t it? 
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Mr. Fair. Yes. 

Mr. Davis. Are you testifying before any Committee about the 
war on Iraq draining resources from social services? 

Mr. Fair. I have not been invited. 

Mr. Davis. Would you agree to testify to any Committee that the 
war on Iraq is costing too much money in social services? Is that 
a cause you have taken up, sir? 

Mr. Fair. No, I have not. 

Mr. Davis. You mention, for example, and you talk in your next 
paragraph about the fact that you think the presence of immi- 
grants — legal and illegal, I am assuming — results in school over- 
crowding. Is that also an assertion of yours, that it has created 
overcrowded schools? 

Mr. Fair. Yes. 

Mr. Davis. You say it has diverted resources that could have 
been devoted to at-risk students. You are familiar with No Child 
Left Behind, are you not? 

Mr. Fair. Got my pin on. 

Mr. Davis. Are you aware that over the last 4 years that there 
has been a $17 billion gap between the authorizing levels of No 
Child Left Behind and the amount of money that Congress has put 
on the table? 

Mr. Fair. Yes, sir. 

Mr. Davis. Does that concern you? 

Mr. Fair. Yes, it does. 

Mr. Davis. Are you taking any newspaper ads out complaining 
about No Child Left Behind being underfunded? 

Mr. Fair. Not at this point, but if I get the opportunity 

Mr. Davis. Well, it is your money and your opportunity. Have 
you purchased any newspaper ads regarding No Child Left Behind 
being underfunded? 

Mr. Fair. No, I have not. 

Mr. Davis. You ask in your opening statement, “What is more 
likely to persuade a teenager in the inner city to reject the lure of 
gang life and instead stick with honest employment?” And then you 
ask, “Amnesty and more immigration or enforcement and less im- 
migration?” 

I absolutely agree with you that gang life is a problem in many 
communities, including yours in Miami. I assume that part of the 
problem that there is a gang life is that there is a strong drug cul- 
ture. Is that correct? 

Mr. Fair. Okay. 

Mr. Davis. I assume that part of the problem is gang life, is 
there is an absence of opportunities for young people when they 
leave school at 3. Do you agree with that? 

Mr. Fair. Yes, sir. 

Mr. Davis. Have you taken out any ads complaining about an ab- 
sence of dollars for after-school programs, Mr. Fair? 

Mr. Fair. No, I have not. 

Mr. Davis. The point that I am making to you — and my time is 
limited, but I think you get and everyone in this room gets the 
point that I am making — there are a lot of things contributing to 
the absence of social services. There are a lot of things contributing 
to the desperate plight of young Black men. There are a lot of 
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things contributing to the desperate plight of urban communities. 
And you have chosen to pick the one for your focus that is the most 
divisive, that is, frankly, the most corrosive. 

If you, frankly, would spend the same kind of energy criticizing 
budget priorities that shortchange those communities, if you spent 
the same kind of energy criticizing social neglect of those commu- 
nities, you would be quite an eloquent voice in the debate. I have 
no doubt of that. 

But my disappointment is with the effort to generalize and to 
suggest that all Black folks think the same about this, and to sug- 
gest that this issue has the causal effect it does, I disagree with 
you about that. 

Ms. Lofgren. The gentleman’s time has expired. 

The gentleman 

Mr. King. Madam Chair, I ask unanimous consent the gen- 
tleman be allowed to respond to the 5 minutes of allegations. 

Ms. Lofgren. The gentleman from Alabama is recognized for an 
additional 1 minute. 

Mr. Davis. Thank you. Madam Chairwoman. 

I am happy to let you respond. Those were not allegations, Mr. 
Fair. I am simply stating my assertions. You are free to state 
yours. 

But I will end with this point. Yes, we need to do something 
about the illegal immigration that we have in this country. We all 
agree on that. We need to secure our border because things more 
dangerous than people can come over our border. 

I absolutely agree with you that if employers go out and hire 
illegals, they ought to be punished. I was a prosecutor. I sent peo- 
ple to jail for hiring illegals. 

But my concern is when you plunge in this issue and you get into 
this us-against-them rhetoric. I would submit — my final point. 
Madam Chairwoman — us-against-them politics, Mr. Fair, is not in 
the interest of racial minorities. 

Thank you. Madam. 

Ms. Lofgren. Mr. Fair? 

Mr. Fair. Thank you very much. 

First of all, let me congratulate you for reading my testimony. 

Secondly, let me also say that if you would state what you read 
correctly, I did acknowledge that all of those other circumstances 
exist that impact adversely on my community. 

Ms. Lofgren. The gentleman’s time has expired. 

Mr. King. Madam Chair, I would ask unanimous consent that 
the witness be allowed an additional minute to be able to respond 
to the question. 

Ms. Lofgren. I object because we have already been here an 
hour, and I am sure that Mr. Gallegly will invite the witness to re- 
spond further. 

Mr. Gallegly is recognized for 5 minutes. 

Mr. Gohmert. Parliamentary inquiry. Did the Chairwoman indi- 
cate that she was giving the gentleman from Alabama an addi- 
tional minute to allow the witness to respond? 

Ms. Lofgren. There was a unanimous consent request. Time is 
not granted to witnesses. Time is granted Members of the Com- 
mittee to yield, and the gentleman 
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Mr. Gohmert. Well, the record should note that he took all the 
time. 

Ms. Lofgren. Well, not all of the time, hut I am sure Mr. 
Gallegly will correct that. 

Mr. Gallegly is recognized for 5 minutes. 

Mr. Gallegly. Not only are you a good Chairwoman, you are a 
very astute Chairwoman, and with that, I thank the gentlelady for 
the time. 

And I would very much like to have the opportunity to hear Mr. 
Fair respond to Mr. Davis’s statement. 

Mr. Fair. Thank you very much, sir. 

As I pointed out, if you read my testimony, I did acknowledge 
and give credit to all of the other conditions that creates the prob- 
lems that we are concerned about as it relates to the predicament 
of Black America. 

I also said in that statement that mass immigration is part of 
those issues that create the problem that we do not talk about, and 
since this was about immigration, it was appropriate for me, I 
thought, to point out my concerns about the impact of mass immi- 
gration, not the impact of drug culture, not the impact of 
“dysfunctioning” families, not the impact of anything called poverty 
or racism. But this was the context about the impact of mass immi- 
gration. 

I tried to do that, and I think I did that correctly, and I am in 
agreement with your observations that I should be equally as con- 
cerned about those other issues, and I think that my record speaks 
to the fact that I am more than equally concerned about those 
other issues. 

Mr. Gallegly. Mr. Fair, as the chairman of Florida’s Board of 
Education, can you describe in your words the impact that the high 
number of children that speak no English or limited English? Has 
it or has it not or to what degree has it strained the schools in your 
State, especially those that have the greatest needs in the economi- 
cally challenged areas? 

Mr. Eair. The impact, once again, is about resources and re- 
source allocation. Clearly, we understand that in many instances 
when we have rules that allow both legal and illegal immigrants 
to come into our community, the burden of preparing those persons 
or taking care of those persons has always stayed with the local 
and State government. In two instances do we get enough money 
from the Eederal Government in order to do those things that are 
related to the newfound citizens of the community. 

So part of what has been the challenge for the State of Elorida, 
once again, is to always figure out how can it come up with addi- 
tional resources that are necessary to meet those needs without 
any real resources coming from the Eederal Government. It is a 
strain. It is a budgetary one. 

Mr. Gallegly. Mr. Fair, would you say it is a reasonable assess- 
ment to say that illegal immigration affects those most that can 
least afford to be, that have the greatest needs? 

Mr. Fair. Everything that I have been able to read and under- 
stand, whether it is a CIS report or a NumbersUSA report or a 
FAIR report or a scholarly report from Harvard or from North- 
eastern University, all support the fact that in spite of what we 
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think, the reality is that it does impact adversely on those who can 
least afford it. 

Mr. Gallegly. Thank you, Mr. Fair. 

Mr. Camarota, you know, we have heard lots of numbers, and, 
unfortunately, there is no real way to clearly define what the real 
accurate number is. We hear 12 million. We hear 20 million. But 
by the most conservative estimates today, we very seldom hear less 
than 12 million. So let’s say that we are going to accept the most 
conservative number being 12 million. 

We have also heard that most experts agree that a single immi- 
grant may be responsible for at least 10 that they would subse- 
quently sponsor once they got amnesty or some form of status. 
Let’s say that we take only a percentage of that, two, which would 
be a conservative number. That would translate into an additional 
24 million that would be entering the country over the next 10 
years. 

Could you just give me a brief response whether you would agree 
with those numbers as being conservative, and what kind of an im- 
pact would that have, particularly on low-skilled native workers? 

Mr. Camarota. Okay. Very briefly, if we legalize those here, ob- 
viously, it could stimulate a lot more legal immigration. The last 
amnesty most certainly did. Legal immigration is double what it 
was prior to the amnesty. So, yes, certainly, if we legalize 10 mil- 
lion or 12 million people, we could stimulate a lot, and, again, be- 
cause the people legalized have very little education 

Ms. Lofgren. The gentleman’s time has expired. 

Mr. Camarota [continuing]. It would tend to stimulate legal im- 
migration of people with very little education as well. 

Ms. Lofgren. The gentleman’s time has expired. 

The gentlelady form Texas is recognized for 5 minutes. 

Ms. Jackson Lee. Thank you very much. Madam Chairwoman. 

And thank you to all the witnesses. 

Mr. Fair, welcome. 

Mr. Fair. Thank you. 

Ms. Jackson Lee. I have had the opportunity to question the or- 
ganizations represented by Mr. Beck and Dr. Camarota. In fact, I 
think. Dr. Camarota — hello — you have seen me in years past — and 
so forgive me if I focus on Mr. Fair. 

Let me make a personal statement and thank Chairwoman 
Lofgren. It should be very clear how unique, how different, how far 
reaching the approach on this comprehensive immigration reform 
has now taken under her chairwomanship. I served for 6 years as 
the Ranking Member in hearings that then the minority desired to 
have could never be heard. We could never be heard. And so I 
think it is a tribute to the new attitude of this Congress to want 
to make sure that all voices are taken into consideration as we 
move toward this very, very important step. 

I say that to Mr. Beck and Dr. Camarota because your informa- 
tion is important. We will be utilizing that data. It is important. 

Mr. Fair, it is important to note, as I acknowledge the impor- 
tance of statistics, that the overall perspective, I might disagree 
with you on — and let me just be very clear — but I welcome the dis- 
cussion. Why? I am a former board member of the Houston Area 
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Urban League. I champion the leadership over the years that the 
Urban League has fostered on issues of economics, job training. 

I know you know from whence you speak, and I appreciate that 
you have given us the opportunity to carry this discussion even if 
in the backdrop of a position that I question, but I certainly wel- 
come because I believe if we are going to get comprehensive immi- 
gration reform, your interests, your needs have to be considered. 

So let me welcome you and pose a number of questions for you 
in light of that. 

First of all, I think it is important to note that there are many 
different constituencies that will be addressing this question. I 
have lived with the comprehensive question, and so I find it cru- 
cial, wearing several hats, that whether it is humane, whether it 
is through homeland security, whether it is because we are a mo- 
saic nation, that we find a road map to document those who are 
undocumented. I think we need to find a way to address the ques- 
tion of the need of temporary workers. I also believe that we have 
to find a way to ensure that populations that you speak about are 
stakeholders in the process. 

Now I heard someone on the radio say, “I am so mad because” 
my son or daughter “cannot get a job at Burger King.” I do not 
want to denigrate Burger King. Of course, this was an African- 
American person. I do not want to denigrate Burger King, but I 
want their son or daughter to maybe pass by Burger King and 
work at Microsoft or be a refined educator or whatever as we move 
up the economic ladder. I do not want to fight over Burger King, 
and I am not denigrating it. 

But I will say to you there is a vast need of diverse workforce. 
Some of those happen to be people who are now undocumented. 
But how do we get to where you want to go? Here is what I want 
to ask. 

I also want to make note so that the record can be clear. The 
Congressional Black Caucus and the Asian Pacific Caucus, the His- 
panic Caucus are working together. No voice is going to be left out, 
and we are hearing your voice. That is what I think is important. 
I do not want you to think that you are up here with the lights 
out and the shades down. The Chairwoman has been very, very 
open to hearing different viewpoints. 

But the question has to be: How do we get to where you want 
to be? Race matters, does it not, Mr. Fair? 

Mr. Fair. Yes, it does. 

Ms. Jackson Lee. It is still a question. 

And I notice in this book, we have a number of issues, the state 
of civil rights, the unequalness as it relates, but my question is if 
we can get an immigration bill that partnerships job training, job 
retention, I do not want to say protectiveness, but hire American 
first, alongside of recognizing that we have to secure America, can 
you work along those lines where language would be to tie the 
growth of immigration to retaining jobs, training, going in to un- 
derserved areas and providing real training dollars, not the kind 
that you cannot find? 

I yield to the gentleman. 

Mr. Fair. Thank you very much, and I think you are absolutely 
correct. The issue becomes, as we pursue a comprehensive reform. 
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that we also take into consideration the impact that that reform is 
going to have on American citizens. We also understand that it is 
much more palatable when we begin to look for solutions, when we 
articulate to the masses that we also are concerned about your cur- 
rent condition. 

It is not about making excuses. It is about understanding that 
no matter what you do, you have to make sure that what you do 
impacts on everybody. Part of that solution, for example, is going 
back to Whitney M. Young’s Marshall Plan. 

Ms. Jackson Lee. Yes. 

Ms. Lofgren. The gentlelady’s time has expired. 

Ms. Jackson Lee. Well, my sentence, as it expires, is I 
recocommend that you read the Save America Comprehensive Im- 
migration Reform, the parts of that that talk about job training 
and tying it to comprehensive immigration reform. 

I thank the gentleman, and I yield back. 

Ms. Lofgren. The gentlelady’s time has expired. 

The gentleman from California, Mr. Lungren, is recognized for 5 
minutes. 

Mr. Lungren. Thank you very much. Madam Chairwoman. 

I would just have to take issue with one of the statements made 
that somehow allowing minority day and minority views is a new 
day in this Committee. 

I chaired a hearing on behalf of Mr. Coble last year dealing, I 
believe, with one of the issues surrounding the Patriot Act and 
Habeus Corpus and so forth. We held that. We were not the only 
Subcommittee that did it. I chaired it. I allowed two rounds. I al- 
lowed extra time for everybody. And to suggest that somehow we 
did not allow minority 

Ms. Jackson Lee. Would the gentleman yield? 

Mr. Lungren. No. I do not have the time to yield because we are 
being kept to a very 

Ms. Jackson Lee. Well, I hope I will be able to explain it on my 
time. Thank you. 

Mr. Lungren. We are being kept to a very short 5 minutes here, 
and I just want to say that fairness is fairness, and I appreciate 
the fact that 

Ms. Jackson Lee. Not immigration. It was not fair. 

Mr. Lungren. Could we have order, please? 

Ms. Lofgren. The gentleman controls the time. 

Mr. Lungren. Well, it is tough to control the time. 

Ms. Lofgren. I am trying. 

Mr. Lungren. I come here from a different perspective, I think, 
than some people on this panel. I was here not when Barbara Jor- 
dan was here with her commission, but I go back to the commission 
that was co-chaired by Father Hesburgh who made the statement 
that we must close the back door of illegal immigration so that we 
can keep the front door, legal immigration, open. 

So I am not one of those who believe that we ought not to have 
immigration. I believe that we ought to have a controlled immigra- 
tion system, and that requires us to stop illegal immigration. 

But I also must say that when we were dealing with the issue 
in the late 1970’s that our unemployment rate was over 6 percent, 
sometimes 7.5 percent or higher than that. Most economists be- 
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lieved that full employment would always leave you with at least 
6 percent unemployment. We are now running at about 4.4, 4.5 
percent. We have to understand that we have different economic 
circumstances now that are actually better. 

However, the real problem remains that we have large pockets 
of unemployment, particularly among minority communities, and 
that is something that all of us, I think, on a bipartisan basis, 
ought to be concerned about. 

I do not have a study, but anecdotally — I used to work in con- 
struction — frankly, the face of construction has changed in the last 
20 years, and in some cases, unless you know Spanish, you cannot 
get a job in construction, and I see a paucity of African-American 
young men working in construction. 

Now I wish the gentleman that made assertions — I think that 
was the word — was still here because I think that we have to deal 
with that. And so, that is my perspective. 

And here is what I would like to ask Mr. Beck and Dr. 
Camarota. I happen to be one of those who do not believe that we 
can take 12 million people out and somehow round them up and 
send them home. I think we have to do something. It cannot be 
amnesty from my standpoint as I define it. 

But my question is this: If we were to have a program, such as 
has been talked about being negotiated or at least talked about in 
the Senate, of a legal status for those who have been here illegally, 
have not broken the law, speak English, can take care of them- 
selves and so forth, they would have to do it every 3 years, they 
have to pay a penalty, they do not have the right to bring in other 
family members, that time is not a new time to count toward citi- 
zenship — so they are here, but they are here under legal cir- 
cumstances — wouldn’t that be preferable? 

And then we would have real enforcement — real enforcement — 
I mean employer sanctions and some real means of identification, 
a tamper-proof Social Security card and a worker card, whatever 
you want to call it, wouldn’t that be a better situation than what 
we have today? 

Mr. Beck. It would be marginally better, yes, but the key factor 
with illegal immigrants — the Jordan Commission found this — was 
not that they are illegal, but that they are here, and that is the 
reason why the level of legal immigration is too high as well. That 

is 

Mr. Lungren. Well, do you want to cut off all immigration? 

Mr. Beck. No, but immigration should be reduced back, as the 
Jordan Commission said, to a level that actually serves the na- 
tional interests. We have all of these 

Mr. Lungren. So you are talking about immigration — it does not 
matter, legal or illegal? 

Mr. Beck. The Jordan Commission recommended deep cuts in 
our legal 

Mr. Lungren. I understand that. 

Mr. Camarota. Well, I mean, the research does not suggest that 
illegals work for dramatically less, though clearly that happens. 
Rather, it is just their presence here. If you are concerned about 
low-skilled workers, then do not import so many and try to make 
as many of them go home. Legalizing does not solve that problem. 
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Ms. Lofgren. The gentleman’s time has expired. 

The gentleman from Texas is recognized for 5 minutes. 

Mr. Gohmert. Thank, Madam Chairman. 

I would like to come back to Mr. Fair, and I really appreciated 
your responses to the assertions from the gentleman from Ala- 
bama. I wish he had been here to hear all of your response to his 
assertions. You made some good points. 

All of you have made some good points. I know it takes time out 
of your schedule, and you do not get paid for being a witness here, 
so we greatly appreciate all three of your input into the process. 
I think it is better when you do not get lectured the whole time 
when you come here to testify. 

But, Mr. Fair, you brought up Miami as a good example, and you 
basically raised a question about what happened to the African- 
American workers that you had seen in the hotels and other places 
working that you say now are being held by immigrants, regardless 
legal or illegal. 

It raises a question — and I am curious — do you know what has 
happened to those African-American workers that you used to see? 
Are there any surveys or studies that have shown? Are these part 
of the ones that have just become disenfranchised and not even 
seeking work? Do you know where they are now? 

Mr. Fair. I think it is probably a combination of all of the above. 
One of the things that we cannot get in Miami is a discussion 
around this issue. If you have a discussion around this issue, then 
someone assumes that you are having a discussion because you are 
anti-someone being present. Therefore, we can never have the dis- 
cussion. I am hoping that Steve and CIS, for example, would do a 
study. It would be interesting to know where Black America in 
Miami would be today, for example, had not the Cubans come. 

Mr. CoHMERT. Well, I am curious where they are today. 

Mr. Fair. Well, some of us say that they are dead, they are incar- 
cerated, they are part of that 80 percent between 18 and 40 that 
are unemployed. They are part of the new illegal culture in the 
community. I do not know, but some of these academicians, like 
Steve and CIS and Roy Beck from NumbersUSA, ought to really 
document that so you and I would have that answer. 

Mr. Gohmert. Okay. But you do not know of a current study 
that gives us that information? 

Mr. Fair. No. 

Mr. Gohmert. But you are right. It would be very helpful. 

Do you other two know of any studies of that nature? 

Mr. Camarota. Well, basically, there is a very long literature 
showing that less-educated Black men have left the labor force in 
large numbers in cities like Miami. 

In answer to the question, clearly. Blacks have upscaled, so there 
would be less working in those jobs, and there was some attrition 
out, and so, basically, some got better employment, some retained 
the job and a whole lot seems to have just left the labor market 
entirely and do not even show up in unemployment statistics, and 
a lot of others are now intermittently employed, so they are unem- 
ployed, employed, unemployed. So that is sort of the answer. 

It is a mixed bag. Some were crowded out and went elsewhere 
and did okay, and some seem to have done quite poorly. 
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Mr. Beck. I would just like to comment about the history, and 
I happen to be the author of a couple of books, lots of research par- 
ticularly focused on the relationship between mass immigration 
and Black Americans beginning in the 1820’s. 

What history shows is that every time we have spikes of mass 
immigration. Black Americans’ employment opportunities go down. 
Wage depression hits all American workers, but especially Black 
Americans, and that is a function of race and culture. 

Right now, Mr. Fair, listening to his testimony, I am hearing 
sometimes it is not race, it is culture. There is a preference of Hai- 
tian workers over the descendants of American slaves, and I think 
that is tied very much into culture of guilt and almost like White 
majority society’s guilt about slavery and, therefore, they take it 
out on the people that just their presence make them feel guilty. 

But the literature is very clear that throughout American his- 
tory, high immigration means a step backwards for Black progress. 
It has happened over and over again. It is happening right now. 

Mr. Gohmert. Well, as my time is getting closer to expiring, 
maybe a study like that would be helpful. 

I would like to comment. Yes, I would like for all Americans to 
be able at some point to drive past Burger King and have other 
employment, but I think the far greater tragedy is those who have 
come disenfranchised and are not even trying. There is the real 
tragedy because some of us started out having some of the worst 
jobs — cleaning toilets, for example, that nearly made me throw 
up — but that gave me opportunities to keep moving on, and crawl- 
ing under houses for a job that you had to dig your way in and dig 
your out, hauling hay 18 hours a day. Those jobs may be menial 
and some think less respectable, but I would submit they give you 
a chance to move on to better education. 

Thank you all very much. 

Ms. Lofgren. The gentleman’s time has expired. 

The Chair recognizes herself for 5 minutes. I just wanted to 
make a couple of comments. 

First, in our hearing last week, we had very interesting testi- 
mony, and one of the pieces of testimony was about a study done 
by Professor David Card of Princeton University. Rather than do 
the analysis that economists do, they took an actual event and 
studied it, and what they did was they studied the Mariel boat lift 
into Cuba to see what happened when 125,000 individuals, pri- 
marily low-skilled, all of a sudden in a very short period of time 
jumped into Miami. 

It increased the population of Miami, according to the study, by 
7 percent, and what they found was, surprisingly or not, there was 
no adverse impact on the employment at any level, not among Cu- 
bans, a very tiny, slight effect on Cubans, no adverse impact on Af- 
rican-American workers. They did controlled studies in Atlanta, 
Houston and Los Angeles, and without objection, I am going to 
make the underlying economic report a part of the record — and I 
will also provide it to you, Mr. Fair — along with the updated study 
from 2005 which I will also make part of the record, without objec- 
tion. 

Also, the Ranking Member mentioned that there are these stud- 
ies, and they are absolutely correct because they have not been 
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countered, and I think certainly they have been countered by wit- 
ness after witness. I just want to mention a critique, which, with- 
out objection, I will make part of the record, of The Heritage Foun- 
dation which is often cited. 

This report from the Immigration Policy Center describes The 
Heritage Foundation as “deeply flawed” and that it relies on “in- 
flated statistics and dubious assumptions to arrive at its flawed 
conclusions.” It goes on to say that the report contributes to “low- 
income households the cost of political decisions over which they 
have no control. For instance, the Heritage report’s accounting low- 
income households are responsible for a share of the billions of dol- 
lars being spent in Iraq.” 

And they also allocate to immigrants “the payment on the na- 
tional debt stemming from the enactment of tax cuts” that have 
created a huge hole in the budget, and they also go on to say that 
the report does not accurately gauge the impact of any group on 
the U.S. economy as a whole. 

I would like to just read a section on page 6 of the report. “To 
the extent that the Heritage report mentions immigration at all, it 
is to raise the specter of immigration reform unleashing a flood of 
low-wage immigrants into the U.S. labor market and dramatically 
increasing the fiscal burden on U.S. taxpayers. The authors sup- 
port this grim scenario by citing another Heritage report from May 
of 2006 which presented inflated estimates of the increase in legal 
immigration that allegedly would result” from the bill in the Sen- 
ate last year. 

“The 2006 report claimed that the bill would allow anywhere 
from 66 million to 217 million new immigrants into the United 
States over the next 20 years. The outlandishness of these projec- 
tions is evident in the fact that the estimate of 217 million is 70 
million more than the combined populations of Mexico, Belize, Gua- 
temala, Honduras, El Salvador, Nicaragua, Costa Rica and Pan- 
ama. The 2006 report arrived at these estimates largely through 
statistical slight of hand in which many categories of immigrants 
were double counted.” 

And, without objection, this report is a part of our record. 

[The information referred to is inserted in the Appendix.] 

Ms. Lofgren. I just think it is important that we have the facts 
before us. We are all entitled to our opinions, but we are not enti- 
tled to our own facts. 

At this point, I would like to recognize the gentlelady from Texas 
for a unanimous consent request. Ms. Jackson Lee, did you have 
a unanimous consent request? 

Ms. Jackson Lee. I certainly did. Let me thank the Chair- 
woman. I would like to put into the record the chapter from “The 
State of Black America 2007,” the section, Mr. Fair, on status of 
civil rights by Ted Shaw. And I would like to ask unanimous con- 
sent to submit that into the record. 

Ms. Lofgren. Without objection. 

[The information referred to is inserted in the Appendix.] 

Mr. King. Madam Chair? Madam Chair, I have a unanimous 
consent request. 

Ms. Lofgren. I am sorry? 

Ms. Jackson Lee. I am sorry. I did not 
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Ms. Lofgren. All right. Without objection, Mr. King, you have 
a unanimous 

Ms. Jackson Lee. I did not finish mine. 

Ms. Lofgren. Oh, I am sorry. I did not mean to cut you off of 
your unanimous consent request. 

Ms. Jackson Lee. Thank you. 

And I would like to also put into the record section 703 of H.R. 
750, the “Save America Comprehensive Immigration Act of 2007,” 
Mr. Fair, that talks about the issue of recruitment of American 
workers. 

[The information referred to is inserted in the Appendix.] 

Ms. Jackson Lee. I would clarify the fact that, as the Ranking 
Member on this Committee on Immigration, we never were able to 
hear the then-minority view, which was the view of Democrats at 
that time. And I thank the gentlelady. 

Ms. Loegren. My time has expired. 

I recognize the Ranking Member for a unanimous consent re- 
quest. 

Mr. King. Thank you. Madam Chair. 

I ask unanimous consent that the Rector study be introduced 
into the record. 

Ms. Loegren. Without objection. 

[The information referred to is inserted in the Appendix.] 

Mr. King. And I might also, if the Chair would submit, do a very 
short colloquy. 

Ms. Lofgren. We have been here for an hour and 35 minutes. 
So the Member is recognized for 1 minute. 

Mr. King. Okay. And I would ask the Chair if she would consider 
holding a hearing and allow the author of the study from the Immi- 
gration Policy Center to testify before this Committee alongside the 
author of the Rector study so we would have an opportunity to 
evaluate the perspectives of those two experts. 

Ms. Lofgren. We will certainly consider any requests by the mi- 
nority. We are mindful that we have a very aggressive schedule of 
hearings and very few days to do it. And so, if the request would 
be proposed to us in writing, we will consider it, understanding 
that we are in conflict with other Subcommittees, and finding dates 
when we can actually meet has proven to be quite a challenge. But 
we will do our very best. 

Mr. King. Thank you. Madam Chair. 

Ms. Loegren. At this point 

Mr. Gohmert. Parliamentary inquiry. 

Ms. Loegren. Yes? 

Mr. Gohmert. A comment was made that the minority position 
was never allowed to be heard in the last term. Was there ever a 
minority request made in the last 

Ms. Loegren. The gentleman has not stated a parliamentary in- 
quiry. 

Without objection. Members will have 5 legislative days to sub- 
mit any additional written questions to you witnesses, which we 
will forward and ask that you answer as promptly as you can, to 
be made part of the record. 

Without objection, the record will remain open for 5 legislative 
days 
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Mr. Gohmert. Parliamentary inquiry. 

Ms. Lofgren [continuing]. For the submission of any other addi- 
tional materials. 

I would like to extend an invitation to everyone here to attend 
our next two hearings on comprehensive immigration reform. On 
Tuesday, May 15, at 9:30 a.m., we explore issues relating to how 
immigrants assimilate into American communities. 

And, with that, this hearing is adjourned. 

[Whereupon, at 11:33 a.m., the Subcommittee was adjourned.] 
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KBER Working Paper #3069 
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THE IMPACT OF THE MARIEL BOATLIFT ON THE MIAMI LABOR MARKET 

ABSTRACT 


This paper presents an empirical analysis of the effect of the 
Marlel Boatlift on the Miami labor market, focusing on the wages 
and unemployment rates of less-skilled workers. The Mariel 
immigrants increased the population and labor force of the Miami 
metropolitan area by 7 percent. Most of the immigrants were 
relatively unskilled: as a result, the proportional increase in 
labor supply to less -skilled occupations and Industries was much 
greater. Nevertheless, an analysis of wages of non-Cuban workers 
over the 1979-85 period reveals virtually no effect of the Mariel 
influx. Likewise, there is no indication that the Boatlift lead to 
an increase In the unemployment rates of less-skilled blacks or 
other non-Cuban workers. Even among the Cuban population wages and 
unemployment rates of earlier immigrants were not substantially 
effected by the arrival of the Mariels. 


David Card 

Department of Economics 
Princeton University 
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One of the chief concerns of immigration policy makers Is the extent 
to which inunigrants depress Che labor raarkec opportunities of less-skilled 
natives. Despite the strong presumption that an influx of iininigrants will 
reduce native wages, existing empirical studies suggest chat the effect is 
small. ^ There are two leading explanations for this finding. First, 
immigrants have on average only slightly lower skill characteristics chan 
2 

the native population. Thus, econometric studies based on the 
distribution of Che existing stock of immigrants probably understate the 
effect of unskilled immigration on less-skilled natives. Second, the 
locational choices of immigrants and natives presumably depend on expected 
labor market opportunities. Immigrants tend to move to cities where Che 
growth in demand for labor can acconunodate their supply. Even if new 
inunigranCs cluster in only a few cities (as they do in the US), inter-city 
migration of natives will tend to offset the adverse effects of 
3 

immigration. 

These considerations illustrate the difficulty of using Che correlation 
across cities between wages and immigrant densities to measure the effect 
of immigration on the labor market opportunities of natives. They also 


^See the survey by Greenwood and McDowell (1986), and studies by 
Grossman (1982), Borjas (1987), Lalonde and Topel (1988) and Alconji and 
Card <1989) . 

2 

For example, tabulations from the 1980 Census indicate chat in 1980 
16.3 percent of natives over age 25 had 4 or more years of college and 67.7 
percent were high-school graduates. By comparison, 15.8 percent of 
immigrants had 4 or more years of college and 53 percent were high school 
graduates. See U.S, Department of Commerce Bureau of the Census 198Q 
Census of Population Characteristics of the Population - Detailed 
Population Characteristics (Volume 1, Chapter D, Part 1, United States 
Summary; PC80-1-D1-A) Table 255. 

^See Filer (1988) for a recent attempt to examine this phenomenon. 
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underscore the value of a natural experiment that corresponds more closely 
to an exogenous increase in the supply of iramigrants to a particular labor 
market . 

The experiences of the HiamL labor market in the aftermath of the 
Mariel Boatlift form one such experiment. From May to September 1980, some 
125,000 Cuban immigrants arrived in Miami on a flotilla of privately- 
chartered boats. Their arrival was the consequence of an unlikely sequence 

of events, culminating in Castro's declaration on April 20 1980 that Cubans 

4 

wishing to emigrate to the US were free to leave from the port of Mariel. 
The available data suggest that 50 percent of the Martel immigrants settled 
permanently in Miami. The result of this Influx was a 7 percent increase 
in the overall population and labor force of Miami, and a 20 percent 
increase in the Cuban population and labor force. 

This paper summarizes the effects of the Mariel Boatlift on Che Miami 
labor market, focusing on the effects on wages and unemployment rates of 
less-skilled workers. The analysis is based on individual micro-data for 
1979-85 from the merged outgoing rotation group samples of the Current 
Population Survey (CPS). Three features of the Mariel incident and the 
Census data greatly facilitate the analysis. First, the CPS sample of the 
Miami metropolitan area is relatively large; roughly 1200 individuals per 
month. Second, a comprehensive picture of the Miami labor market in the 
months just before the Mariel Boatlift is available from the 1980 Census. 
(The Census was conducted on April 1). Finally, unlike most other ethnic 
groups, Cubans are separately identified In Che CPS questionnaire. Thus it 

^See Masud-Piloto (1988, chapters 6-7) for an overview of the 
political developments chat lead to the Mariel Boatlift. 
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is possible CO esclmace wage races, unenploymenc rates, and ocher economic 
indicators for both Cubans and non-Cubans in the Hlanii labor market, and co 
measure che effects of che Mattel tmmlgracion on che two groups separately. 

Observers in Miami at the time of che Boatlifc noted the strain caused 
by the Mariel inunigracion. The homicide rate increased nearly 50 percent 
between 1979 and 1980.^ On the weekend of May 17, 1980 a three day rioc 
occurred In several black neighborhoods, killing 13. A government- 
sponsored committee of inquiry Identified other longstanding grievances In 
the black community as che cause of the riot, but cited che Labor market 
competition posed by che Cuban refugees as an important background factor 
(Governor of Florida's Dade County Citizen's Committee, 1980, pp. 14-15). 

A more quantitative assessment is provided by che data in Figure 1, 
which presents monthly unemployment rates in Miami in the months before and 
after che start of che Boatlifc.^ The unemployment rate in Miami rose from 
5.0 percent in April 1980 co 7.1 percent in July 1980. As the figure makes 
clear, however, state and national unemployment rates followed a similar 
pattern, suggesting that the changes in Miami were not solely a response to 
che Mariel influx. Nevertheless, widespread joblessness of the refugees 
throughoul; the summer of 1980 contributed to a perception that labor market 
opportunities for less-skilled natives were threatened by the Mariel 
immigrants , ^ 

^See Wilbanks (1584) Table 2.1, page 142. 

^These data are seasonally adjusted, and are taken from Bureau of 
Labor Statistics Employment and Earnings Table El (Table D1 after December 
1981) various issues. 

^For example, an article in Business Week (August 25 1980, pp. 86-67) 
contains quotes from an Florida State Employment Service official and a 
Department of Labor Wage and Hours Division official noting Che downward 
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Despite this perception, the analysis in this paper gives no indication 
of any short- or longer-term effect of the Hariel immigration on the wages 
or unemployment races of non-Cubans in Miami. Rather, the analysis 
confirms the conclusion of earlier studies that the effect of immigration 
is largely confined to members of the immigrant group itself. In the case 
of the Hariel Incident, most of this effect can probably be explained by 
the characteristics of the new iiwnigranCs, who substantially lowered Che 
average skill level of the Cuban labor force in Miami. 

I. Overview of the Miami Labor Market Before th e Soatlift 

For at least a decade prior to the Hariel Boatlifc Miami was the most 

iranilgranc- intensive city in the US. Tabulations from the 1980 Census 

indicate that 33.5 percent of residents in the Miami Standard Metropolitan 

e 

Staclstlcal Area (SMSA) were foreign born. This compares with 22.3 
percent in Los Angeles, the major city with the next highest immigranc 
fraction, and 6.1 percent nationwide. At the time of the Census 56 percent 
of immigrants in Miami were of Cuban origin. The remaining foreign-born 
residents, who accounted for 16 percent of the Miami population, included 
ocher hispanlc groups and a broad selection of Caribbean and European 
nationals . 

Miami also has a significant black population. The fraction of black 
residents was 15.0 percent in 1970 and had increased to 17.3 percent at the 

pressure on wages and working conditions in the unskilled segment of the 
Miami labor market. 

®The Miami SMSA consists of Dade county, and Includes Miami City as 
well as a number of smaller towns and cities. Throughout this paper, I use 
"Miami" to refer to this broader geographic region. 
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time of the 19B0 Census. This du^l concentration of immigrants and blacks 
makes Miami somewhat unusual among larger US cities, but ideal for studying 

the effect of increased imnigration on the labor market opportunities of 
9 

black natives. 

Table 1 presents a comparative description of the four major groups in 
the Miami labor force in 1979: white non-hispanics j black non-hispanics ; 
Cubans (foreign-born and native born); and other hlspanlcs. For simplicity 
I have restricted attention to individuals age 16-61. This group 
represents roughly 60 percent of the Miami population. A total of 156^ 
observations are available for 16-61 year olds In the 1979 outgoing 
rotation group file of the CPS: similar samples are available in subsequent 
years . 

The fractions of Cubans and blacks in the 16-61 age group are 27.2 and 
26.3 percent, respectively, while vrhite non-hispanics compose 39.9 percent 
and non-Cuban hlspanlcs 11.1 percent. Overall, 73 percent of this age 
group participated in Che labor force, with somewhat higher participation 
rates among whites and Cubans, and lower rates among blacks and other 
hlspanlcs. Education levels in Miami are somewhat below the national 
average: Che mean of completed education for 16-61 year olds in 1979 was 
11.8 years in Miami, compared with 12.2 years nationwide. 

The occupation distributions in rows 7-17 of Table 1 give some 
indication of the degree of labor market competition between the four 
groups. Cubans and other hlspanlcs have very similar occupation 
distributions, with both groups having a higher representation in craft and 
9 

Across 121 of Che largest cities in the US in 1980 Che correlation 
between the fraction of immigrants and Che fraction of native blacks is 
-.16. 
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operative occupations than either whites or blacks. Blacks are more highly 
concentrated in laborer and service-related occupations, and are 
significantly under-represented in raanagerial occupations. 

One useful summary measure of the overlap in the occupational 
distributions of the different groups is the average percent increase In 
Labor supply in occupations held by one group that would result from a one 
percentage point increase in the overall fraction of workers in a second 
group. This Index has the simple form , where is the 

fraction of workers of group 1 In occupation j , S 2 j is the fraction of 
workers of group 2 in occupation j, and s^ is the fraction of all workers 
in occupation j. Based on the distributions in Table 1. an inflow of 
immigrants resulting In a one*polnt increase in the fraction of Cubans in 
Miami would lead to a weighted average increase of .95 percent in the 
supply of labor to occupations held by whites. Under the same conditions 
Che increase would be .99 percent for occupations held by blacks, 1.02 
percent for non-Cuban hispanics, and 1.06 percent for Cubans themselves. 
These calculations suggest that the overlap between Che occupational 
distributions of the four groups Is relatively high. 

II. The Marie! Immigration 

Due to the unauthorized nature of the Boatlift no exact count of the 
number of Mariel immigrants is available, and there is little precise 
information on the characteristics and/or final destinations of the 
immigrants. This section summarizes some of the available information, 
including data from the March 1985 Mobility Supplement to the Current 

^*^Thls Index is derived In Altonj I and Card (1989), pp. 15-16. 
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Population Survey, which allows Harlel immigrants to be distinguished from 
other Cubans . 

Most sources estimate the number of Harlel Imnlgrants who arrived in 
19S0 at between 120,000 and 125,000. A recent Census Bureau Current 
Population Report states that 126,000 refugees entered the US as "Cuban 
Entrants" (the special Immigration status awarded to the Mariel refugees) 
between April 1980 and June 1981. 104,000 of these arrived between April 

and June 1980. It is widely assumed that about one -half of these settled 
permanently In Miami; for example, this assumption Is used by the Census 
Bureau in their "Experimental County Population Estimates" file. 

Tabulations reported below from the March 1985 CPS confirm this belief. 

Table 2 contains estlmaces of the Miami population for the years 1979 
to 1985 from published Census sources and from my own tabulations of the 
CPS. Census Bureau estimates of the Dade County population show an 
increase of 80,500 from April 1 to July 1 of 1980, and a relatively slow 
rate of Increase thereafter. Annual counts from the CPS show an increase 
of some 200,000 In the population of 16-61 year olds between 1979 and 1981, 
and then a slowly decreasing count from 1981 to 1985. About one-half of 
this Increase was due to an increase in the number of Cubans: their share 
of the 16-61 age group increased from 27 percent in 1979 to 33 percent In 
1981. A similar Increase is registered In CPS-based estlmaces of Che Cuban 
share of the 16-61 year old labor force, which moved from 37.2 percent in 

Department of Cominerce Bureau of the Census Current Population 
Reports Series P-25, Number 1022, page 9. 

12 

It should be noted that population estimates from the CPS rely on 
the accuracy of Census Bureau weighting procedures, which are themselves 
based on estimates of local populations. 
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1979 to 44.8 percent in 1981. Assuming that the Cuban shares of the 
population and Labor force would have remained constant between 1979 and 
1981 in the absence of the Boatllfc. these figures suggest that the Mariel 
Lmraigration added 56,000 Individuals to the Hiami working age population 
and approximately 45,000 to the Miami labor force: increases of 7 percent. 

From the first days of the Boatlift the characteristics of the Mariel 
immigrants have been a subject of controversy. Among those who were 
permitted to leave Cuba were several hundred inmates of mental hospitals 
and jails. Many of these individuals were arrested by inunigration 

officials upon their arrival into the US, and over 1000 were sent to a 

13 

special prison facility In Atlanta to await deportation back to Cuba. A 

siroilar number were arrested for crimes committed in the US and still await 

14 ^ 

a determination of their ultimate immigration status. Contemporary 
reports Indicate chat the Mariel immigrants included a relatively high 
fraction of less-skilled workers, and a high fraction of individuals with 
low English ability (see the article in Business Week ) , 

Although the questions in the regular Current Population Survey 
provide insufficient Information to identify Martel immigrants from other 
foreign and native-born Cubans, the March 1985 Mobility Supplement asks 
each respondent where he/she lived in March 1980 (one month before the 
start of the Boatlift), Table 3 presents a descriptive summary of the 

^^See Masud'Plloto (1988, pp. 100-103). Under a 1984 agreement a 
total of 2700 Mariel immigrants were to be returned to Cuba. 

^^Mariel Immigrants were blamed for and indeed seem to have committed 
a relatively high number of crimes in the first few months after the 
boatlift. Wilbanks (1984) reports that 38 of the 574 homicides in Miami in 
1980 were committed by Mariel immigrants. Disaffected Mariels were 
involved in 6 airline highjacking attempts In August 1980. See Masud- 
Piloto (1988, pp. 95-96) . 
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Cuban population interviewed in the March 1965 CPS, classified by whether 
Che respondent claimed to be living abroad or in the US five years earlier. 
The sample sizes, particularly of post-1980 entrants, are small. 
Nevertheless, these data confirm Che general impression that on average 
Mariel immigrants have less education, are somewhat younger, and are more 
likely to be male than other Cuban inmlgrants . 

The figures in Table 3 also suggest that the Mariel immigrants have 
lover labor force attachment and lower wage rates than other Cubans. The 
occupation distributions in rows 6a-8k suggest chat the Harlels are more 
heavily concentrated in laborer and service occupations that other Cubans, 
and are less likely to hold sales, clerical, and craft Jobs. Relative to 
ocher Cubans, the occupations of Che Mariel Immigrancs are therefore more 
similar to those of black workers. 

The unadjusted wage gap between Marlels and other Cubans Is 34 percent. 
Fart of this differencial is attributable to the lower education levels and 
younger ages of the Mariels. A simple linear regression for the logarithm 
of average hourly earnings fitted to Che sample of Cubans with earnings in 
1984 suggests Chat the Mariels earned 18 percent lower wages chan other 
Cubans, controlling for education, potential experience, and sex (the 
standard error of this estimate is .08). This gap probably reflects Che 
combination of lower language ability and a shorter assimilation time in 
Che US among Che Mariel immigrants, as well as any permanent differences in 
ability and/or motivation between the earlier and later Cuban immigrants. 


The weighted count of all Cubans in the March 1985 CPS who entered 
the US after 1980 is 85,800, which is only 69 percent of the estimated 
125,000 Mariel refugees. 
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III. The Effect of Che Harlel ImmlgraClon of Che Miami Labor Harket 

Tables 4 and 5 present simple averages of wage rates and unemployment 
rates for whites, blacks, Cubans, and other hispanics in the Miami labor 
market between 1979 and 1985. In order Co provide a comparative 
perspective for evaluating the changes chat took place over this period, I 
have also assembled similar data for irfhites, blacks, and hispanics in four 
''comparison" cities: Atlanta, Los Angeles, Houston, and Tampa-St. 

Petersburg. These four cities were selected to generate relatively large 
samples of blacks and hispanics, while at the same time exhibiting a 
pattern of economic growth similar to that in Miami over the late 1970' s 
and early 1980's. A comparison of employment growth rates <based on 
establishment- level data) suggests that economic conditions were very 
similar in Miami and the average of the four comparison cities between 1976 
and 1934. 

The wage data in Table 4 reveal a number of facts. Perhaps most 
obvious is chat earnings are lower in Miami chan in the comparison cities, 
The differencials in 1979 ranged from 8 percent for whites to 15 percent 
for blacks. A more surprising result is that real earnings levels of 
whites in both Miami and the comparison cities were more-or-less constant 
between 1979 and 1985. This is in contrast to Che slight decline in real 
wages in the overall US economy over this period (see Bound and Johnson 
(1989), pp. 5-6) and underscores Che relatively close correspondence 
between economic conditions In Miami and the comparison cities. 

In contrast to Che situation for whites, Che trends in earnings for 
nonwhlces and hispanics differ somewhat between Miami and the comparison 
cities. Black wages in Miami were roughly constant from 1979 to 1981, then 


65 


11 

Cell In 1982 and 1983 before recovering to chelr previous level In 1984, 
Black earnings in the comparison cities, on the other hand, show a steady 
downward trend between 1979 and 1985. Based on these data there Is no 
evidence of a negative Impact of the Karlel immigration on black wages in 
Hiarol. The data do suggest a relative downturn in black wages in Miami 
during 1982-83. It seens likely, however, that this reflects an unusually 
severe cyclical effect associated with the 1982-83 recession. I return to 
this issue in Table 7, below. 

Wage rates for non-Cuban hlspanlcs in Miami were relatively stable 
between 1979 and 1985, with only a slight dip in 1983. In contrast, 
Hispanic wage rates In the comparison cities fell about 6 percentage points 
over this period. Again, there is no evidence of a negative effect in 
Kiami, either in the immediate post-Mariel period or over the longer run. 

Table 4 does provide some indication of a decline in Cuban wage rates 
relative to other groups in Miami. Relative to whites, for example, Cuban 
wages fell by 6-7 percentage points between 1979 and 1981. Assuming that 
the wages of earlier Cuban immigrants were constant, this decline Is 
consistent with the addition of 40,000 Martel workers to the pool of Cubans 
in the Miami labor force, and with the 34 percent wage differential between 
Marlels and other Cubans noted in Table 3. A more thorough analysis of 
Cuban wages is presented in Table 8, below. 

The unemployment rates in Table 5 lead to the same general conclusions 
as the wage data In Table 4. There is no strong evidence of an adverse 
effect of the Martel influx on the unemployment rates of either whites or 
blacks. The unemployment cates suggest a severe cyclical downturn in the 
black labor market in Miami in 1982-83. Black unemployment rates in Miami, 
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which had been 1-U points lower than those in the comparison cities from 
1979 CO 1981, equalled or exceeded those In Che comparison cities from 1982 
CO 198^. The 1985 daca indicate a return to che pre-1982 pattern, although 
the sampling errors are large enough to prevent precise inferences. 

In contrast to che pattern for whites and blacks, there was a sizeable 
increase in Cuban unemployment rates in Miami following the Mariel 
immigration. This is Illustrated in Figure 2, which plots unemployment 
rates of Cubans in Miami against chose of non-hispanlcs (white and black) 
over Che 1979-85 period. The graph indicates that Cuban unemployment 
rates were perhaps 3 percentage points higher during 1980-1981 Chan would 
have been expected on che basis of earlier (and later) patterns. Assuming 
chat Che unemployment races of other Cubans were not affected by Che Mariel 
Influx, this effect Is consistent with unemployment rates of around 20 
percent among che Harlels themselves. While far from conclusive, this 
simple calculation suggests that the increase in Cuban unemployment races 
could easily be explained as a result of the addition of che Mariel 
refugees to che Cuban population, with little or no effect on earlier 
immlgranCs . 

The simple averages of wages and unemployroenC rates in Tables U and 5, 
which combine workers of all ages and education levels, do not directly 
address che question of whether the Mariel immigration reduced Che earnings 
of less-skilled natives In Miami. A more direct answer is provided by the 
daca in Table 6. In order to identify "less-skilled'' workers, 1 fit a 
linear regression equation for the logarithm of hourly earnings to workers 
In the comparison cities. The explanatory variables in this regression 
included education, potential experience, squared potential experience, 
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indlcacor variables for each sex and race group, and interactions of the 
sex*race Indicators with potential experience and squared potential 
experience. I then used the estimated coefficients from this equation to 
form a predicted wage for each non-Cuban worker in Hlaml, and sorted the 
sample from each year into quartiles on the basis of predicted wage rates. 

This procedure gives a simple way to identify more- and Less-skilled 
workers in the Miami labor market. Means of actual log wages for each 
quartlle and year are presented In the first four columns of Table 6. The 
difference in mean wages between the first and fourth quartiles, which 
provides an index of the spread in the wage distribution, is presented in 
the fifth column of the table. 

If the Martel Immigration reduced the wages of less-skilled natives, 
one would expect to observe a decline in Che wage of workers in the lowest 
skill quartlle, at least relative to workers in the upper quartlle. The 
actual averages show no evidence of this effect. Apart from a temporary 
Increase in relative wages of workers in the lowest quartlle between 1979 
and 1981, the distribution of non-Cubans wages in the Miami labor market 
was remarkably stable between 1979 and 1985. Taken together with the data 
in Table 4, there is little evidence of a negative effect of the Mariel 
influx on the earnings of natives. 

A final check is provided by Table 7, which contains more detailed 
information on wages, employment rates, and unemployment rates for blacks 
in Miami between 1979 and 1985. i have separately analyzed the set of all 
blacks and the set of blacks with less Chan 12 years of education, to 
Isolate any differential effect on Che less-skilled segment of the black 
population. For both groups I have calculated Che differential In wages 
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between Miami and the comparison cities (both the unadjusted difference in 
mean log wages, and a regression-adjusted differential chat controls for 
education, sex, marital status, part-time status, private/public 
employment, and potential experience), and the differentials in the 
employment-population rate and the unemployment rate between Miami and the 
comparison cities. 

As indicated in Table 4, Che wage differential for blacks in Miami 
relative to those in the four comparison cities decreased slightly between 
1979 and 1981. The differencial increased substantially in 1982, but then 
began a steady downward trend after 1983. By 1955, the wage gap was less 
chan 5 percent for all black workers, and was actually positive for less- 
educated blacks . The magnitudes of the regression-adjusted wage 
differencials are not significantly different from the unadjusted 
differencials, reflecting the similarity of the black populations in Miami 
and the comparison cities. Like the unadjusted differentials, the adjusted 
wage gaps show no evidence of any effect of the Mariel immigration on black 
wages . 

A similar conclusion emerges from the pattern of differentials in 
employment-population rates and unemployment rates. Among all blacks, 
there is some evidence of a relative decline In the employment-to- 
populatian ratio in Miami between 1979 and 1885. This effect seems to have 
started in 1982, but is less pronounced among low-education blacks. The 
series of unemployment rate differentials indicate a worsening of relative 

have also computed regression-adjusted eraployment -population and 
unemployment gaps, using linear probability models. The explanatory power 
of Che statistical models is so low, however. Chat the adjusted 
differentials are almost Identical to the unadjusted differentials. 
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unemployiDent for blacks in Miani, also starting in 1982, although the 
unemployment gap closed in 1985. Given the two year lag between the 
arrival of the Hariels and the emergence of this unemployment gap, it seems 
more likely a result of the 1982 recession than a reaction to the influx of 
less-skilled immigrants. 

The effects of the Mariel immigration on Cuban labor market outcomes 
are examined in detail In Table 8. The first column of Che table 
reproduces the means of log wages In each year from row 3 of Table 4, The 
second column gives predicted log wages of Cubans in Miami, using esclmated 
coefficients from a regression equation fit to hispanics in the four 
comparison cities. The gap between actual and predicted wages is presented 
In the third column of the table. These series show chat the 9 percentage 
point decline in Cuban real wage rates in Miami between 1979 and 1985 was a 
result of two complementary factors: a 6 percent relative decline in the 
"quality" of Che Cuban labor force in Miami, as measured by the decline In 
their predicted wages; and a 3 percentage point increase in the quality- 
adjusted wage gap between Cuban workers In Miami and htspanic workers in 
the comparison cities. Two- thirds of the wage decline is therefore 
attributed to the changing productivity characteristics of the Cuban labor 
force, and only one- third to a decrease In the return to skills for Cubans 
in the Miami labor market. 

The next four columns of Table 8 give the means of log wages for Cuban 
workers in each quarCile of the distribution of predicted wages (using the 
same prediction equation as was used to form the means in column 2). These 
means suggest chat real wage rates of Cubans in the lowest quarCile of the 
wage distribution declined by 11-12 percentage points between 1979 and 
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1985. The decline is smaller for workers in the higher quartiles, but 
there is some variation between 1984 and 1985, and in light of the sampling 
errors it is difficult to draw precise Inferences. The difference between 
the means of the first and fourth quartiles is 9 percentage points higher 
in 1984 than 1979, but the relative difference narrows to only 2 points in 
1985. These figures are consistent with a larger decline in earnings at 
the low end of the Cuban wage distribution after the Harlel immigration, as 
might be expected from the addition of a large group of relatively 
unskilled workers to the pool of Cubans. The extent of the decline, 
however, is not precisely measured. 

An alternative method of assessing the effect of the Mariel immigration 
on the earnings of Cubans in Che Miami labor market is to compare Cuban 
wages in Miami to the wages of Cubans elsewhere in the US. Since the 
fractions of Mariels In the Cuban labor force is roughly the same inside 
and outside Miami, this comparison controls for any unobservable 
differences in skill between the Mariels and other Cubans (due to language 
ability, for example). The ninth and tenth columns of Table 8 contain 
estimates of Che wage differential for Cubans in Miami relative Co those 
elsewhere in the US, both unadjusted and adjusted for education, sex, part- 
time status, private sector/public sector employment, marital status 
(interacted with sex) and potential experience. 

The earnings differentials computed in this way are roughly constant 
between 1979 and 1984. The 1982 unadjusted wage differencial is 10 
percentage points larger Chan earlier or later ones, but the regression- 

^^This is strictly true only if the unobservable differences have a 
constant proportional effect on all Mariels, independent of the level of 
observed skills or location choice. 
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adjusted differencial is not significancly different from any of the other 
differentials. The 1985 data also indicate a slightly higher Cuban wage 
rate outside Hiarai. In any case, a comparison of Cuban wages inside and 
outside the Miami labor market shows no evidence of a widening gap in the 
years immediately following the Mariel inunigration. On the assumption that 
the Mariel influx had no effect on the wage rates of other Cuban outside 
Miami, this suggests that the observed downturn in Cuban wages In Miami can 
be attributed solely to the "dilution" of the Cuban labor force with less- 
skilled Mariel workers. 

IV. Incerpretatlon of the Findings 

The data in cables 4-8 point to two conclusions. First, there was 
essentially no effect of the Mariel immigration on the wages or employment 
outcomes of non*Cuban workers In the Miami labor market. Second, and 
perhaps even more surprising, there was no strong effect of the Mariel 
immigration on the wages of other Cubans. The observed decline in average 
Cuban wage rates in Miami after 1980 is no larger than would be expected by 
simply adding the Mariel immigrants to the pool of Cuban workers, assuming 
Chat the Marlels earned about one-third less chan other comparable Cubans 
(as the March 1985 data suggest). This conclusion is confirmed by a 
comparison of Cuban wage rates inside and outside Miami, which shows no 
relative change over the period. 

These conclusions lead naturally to the question of how Che Miami labor 
market was able to absorb a 7 percent increase in population and labor 
force with no adverse effects. One possible answer is that the Marlels 
displaced ocher immigrants and natives who would have moved to Miami in the 
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early 1980' s had the BoatlifC not occurred. The population data in Table 2 
lend some credence to this ex.planaCion: 80 percent of the population 
growth that occurred between 1979 and 1984 in Miami took place between 
April and July 1980. 

A broader perspective on this potential explanation is provided by 
comparing population growth rates in Miami and other Florida cities between 
1970 and 1986. From 1970 to 1980, Miami population grew at an annual rate 
of 2.5 percent per year while the rest of Florida grew at a rate of 3.9 
percent. After April I, 1980 the growth rate in Miami slowed to 1.4 
percent per year while that in the rest of the state decreased to 3.4 
percent. The larger relative slowdown in Miami suggests that the 
Boatlift may have actually deterred long-run population growth in Miami. 

The population of Dade county in 1986 was about equal to Che pre-BoaClift 

projection of the University of Florida Bureau of Economic and Business 

19 

Research under their "low population growth" scenario. 

Nevertheless, data from the March 1985 Current Population Survey 
suggest that Miami continued to attract new foreign-born immigrants after 
1980, A total of 2.7 percent of all non-Cuban Immigrants who arrived In 
Che US after March 1980 were living in Miami in March 1985- By comparison, 
only 1.8 percent of all non-Cuban linmigrants in the US at the time of the 
1980 Census lived In Miami. Therefore. Miami attracted "more than Its 

^^These figures are obtained from 1970 population counts In US Bureau 
of the Census 1970 Census of Population - Number of Inhabitants (PC(l)-Al), 
Table 32, and 1980 and 1986 counts in US Bureau of the Census Current 
Population Reports - Local Population Estima_tes (P-26, No. 86-2-SC) , 

Table 1. 

19 

See Florida Statistical Abstract 1981 (Table 1.24). The population 
growth projections were formed using population growth data for the 1970' s. 
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share" of new non-Cuban Inunigcants to the US In the five-year period after 
the Harlel immigration. The irepLicacion is that the slow-down in the rate 
of growth of the Miami SMSA after June 1980 occurred because of a change in 
the net migration rate of natives and older cohorts of immigrants, rather 
than because of a change In the inflow rate of new imraigrants . This 
finding Is consistent with the pattern of domestic migration between 1970 
and 1980 identified by Filer (1988), who finds a strong negative 
correlation across SHSA's between the net in-migration rate of natives and 
the in-mlgration race of Intmigranca. 

A second potential explanation for the rapid absorption of Che Marlel 
imiiigrants Is the expansion of industries chat utilize relatively unskilled 
labor. AlConJi and Card's (1989) tabulations from Che 1970 and 1980 
Censuses indicate that a small nxinber of industries employ a large fraction 
of inunigrants, and chat these industries expanded more rapidly between 1970 
and 1980 in cities with large immigrant populations. The immigrant- 
intensive industries identified in their analysis include apparel and 
textiles, agriculture, furniture, private household services, hotels and 
motels, eating and drinking establishments, and business services. These 
are all relatively low-wage industries that employ large numbers of semi- 
skilled operatives and laborers. 

Tabulations of the Industry distributions of employment in Klarai and 
the entire US before and after the Mariel Boatlift are presented in Table 
9, The "before" tabulations are based on reported industry of the main job 
last year for respondents in the March 1979 and March 1980 Current 
Population Surveys, while the "after" tabulations are based on similar data 
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from Che March 1984 and March 1985 CPS . The relative Importance of each 
Industry in the Miami Labor market ts indicated by the ratio of employment 
shares in the third and seventh columns of Che table. Finally, the 
fractions of Cuban workers in each Industry in the rtiaini labor market are 
presented in the fourth and eighth columns of the table. In light of the 
relatively small sample of Miami workers I have grouped the low-wage 
service industries identified by Alconji and Card (1989) (building 
services, private household services, hotels and motels, and laundries and 
cleaning services) into a single industry category. Nevertheless, the 
numbers of workers in individual industries In the Miami labor market are 
small, and Che sampling errors associated with the Cuban percentages are 
relatively large. 

The tabulations for 1978*79 indicate chat Miami had relatively high 
employment shares in textile and apparel industries, transportation 
(notably air transport), wholesale trade, less-skilled service industries, 
and ocher personal service industries. The high employment share of 
textiles and apparel Is especially remarkable in light of the relatively 
low concentration of other manufacturing industries in Miami. The data In 
the fourth column of the table show that most of Che textile and apparel 
workers in Miami, and almost one-half of all other manufacturing workers, 
were Cubans. Cubans were also over-represented in wholesale trade and 
other personal service Industries, but under-represented in transportation, 
communication, and utility industries. 


The Census industry coding scheme used In the CPS was changed in 
1983. For most of the industry groups Identified in Table 10 there was 
little change in Che coding scheme. 
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The eraployment tabulations from 1983-84 show a sLnillar pattern to the 
earlier data, with little evidence of a relative expansion of employment in 
textiles, eating and drinking establishments, or less-skilled service 
Industries. The largest relative change occurred in the employment share 
of agriculture, which Increased from .83 percent to 2.33 percent In Miami, 
while remaining relatively constant In the US as a whole. In view of the 
relative stability in the fraction of Cubans in this industry, however, it 
seems unlikely that this expansion was driven by the Mariel Immigration. 

The largest increase in the fraction of Cubans occurred in less-skilled 
services, which moved from 14 percent Cuban before the Boatlift to about 
one-third after. There is no evidence of a similar expansion in the 
fraction of Cubans in textiles and apparel or other manufacturing. 

On balance the data in Table 9 give little indication of a shift in the 
industry distribution of employment in Miami between 1978 and 1984. On the 
ocher hand the data suggest chat the Industry discribuclon in Miami in the 
lace 1970' 5 was well-suited Co handle an influx of unskilled immigrants. 

In 1979 over one- third of the Miaul labor force was made up of inunigrancs: 

21 

approximately one-third of these had arrived in the previous decade. As 

a result, immigrant- Intensive industries such as textiles and apparel and 
less-skilled service industries were well-established. Many of the Mariel 
immigrants may have simply displaced earlier immigrants in these 
industries, as older cohorts of immigrants moved Co more attractive jobs. 


21 

Tabulations from the 1980 Census show that of the 578,035 foreign- 
born residents of Miami on April 1 1980, 205,887 (35.6 percent) arrived 
after 1970. Of 324,976 foreign-born Cubans, 91,514 (28.2 percent) arrived 
after 1970. 
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V. Conclusions 

The experiences of the Hlami labor market in the aftermath of the 
Marlel Boatllft provide a natural experiment with which to evaluate the 
effect of unskilled immigration on the labor market opportunities of native 
workers. The Mariel iminigrants increased the population and labor force of 
the Miami metropolitan area by 7 percent. Most of these immigrants were 
relatively unskilled: as a result, the proportional increase in labor 
supply CO less-skilled occupations and industries was much greater. An 
analysis of wage rates for less-skilled non-Cuban workers, however, 
suggests Chat the influx of Harlel immigrants had virtually no effect. 
Likewise, there is no evidence of an increase in unemployment among less- 
skilled blacks or ocher non-Cuban workers. Rather, the data analysis 
suggests a remarkably rapid transition of the Mariel imntigrancs Into the 
Miami labor force, with negligible effects on other groups. Even among the 
Cuban population there is no indication chat wages or unemployment rates of 
earlier imralgrancs were substantially effected by the arrival of the 
Marlels . 

Despite the cleat-cut nature of these findings some caution is required 
in their interpretation. The Miami labor market is atypical of other local 
labor markets in the US. In the two decades before the Mariel Boatllft 
Miami had absorbed a continuing flow of Cubans and other inunigranCs. The 
Mariel Immigration can be seen as part of a long-run pattern: one chat may 
have recently re-emerged with the arrival of Nicaraguans and other Central 
Americans . 

Three factors may have been especially important In facilitating the 
absorption of the Mariel immigrants. First, a comparison of population 
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growth rates In Miami and the rest of Florida suggests that the net 
migration of natives and earlier cohorts of immigrants into the Miami area 
slowed considerably after the Boatlift. To some extent the Mariels 
displaced other migrants from within the US who would have moved to Miami 
in Che early 1980's. Second, the Industry structure of the Miami labor 
market was well-suited to make use of an influx of relatively unskilled 
workers- This structure, and in particular the high concentration of 
textile and apparel industries, evolved over the previous two decades in 
response to earlier waves of iimnlgratlon, and may have allowed the Kariel 
immigrants to move into unskilled jobs as earlier cohorts of immigrants 
moved into better jobs. Finally, because of the high concentration of 
Spantsh-speakers in Miami, the lack of English-speaking ability among the 
Mariels may have had relatively smaller effects than could be expected for 
other ifiunigrant groups in other cities. 
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Table 1 

Characteristics of 16-61 Year-Olds in Miami, 1979 



Whites 

Blacks 

Cubans 

Hispanics 

All 

Characteristics of Population Aee 

16-61 




1 . Estioiated 

319.3 

244.1 

252.4 

102.9 

928.4 

Number (1000' s) 

2. Mean Education 

12.8 

11.4 

11.0 

11.6 

11.8 

3 . Percent in 

75.6 

68.3 

77.2 

68.8 

73.1 

Labor Force 


1 in l.abor 

Force 




4. Estimated 

241.3 

166.6 

194.7 

70.8 

678.2 

Number (1000 's) 

3. Mean Education 

13.1 

11.8 

11.3 

11.9 

12.1 

6. Percent Age 16-24 

21.1 

24.1 

22.0 

26.0 

22.8 

Ocr.uoatlon Olscrlhution 
(Percent of Employed) 

7. Professional 

19.1 

10.9 

9.5 

10.1 

13,2 

and Technical 

8 . Managers 

15.7 

2.8 

8.6 

8.1 

9,4 

9, Sales 

6.2 

4.4 

7.8 

7.6 

6.5 

10. Clerical 

21.9 

21.0 

19.1 

20.9 

20.9 

11. Craftsmen 

13.3 

9.4 

15.1 

12.7 

12.8 

12. Operatives 

4.4 

8.4 

19.4 

16.7 

11.1 

13 . Transportation 

2.6 

8.1 

5.4 

5.9 

5.2 

Operatives 

14. La.borers 

5.1 

10.5 

4.7 

4.0 

6.3 

15. Farm Workers 

1.1 

O.l 

0.4 

0.8 

0.6 

16. Less-Skilled 

5.0 

13.3 

6.1 

10.2 

8.0 

Service Workers 

17. More-Skilled 

5.7 

10.9 

4.0 

3.0 

6.2 

Service Workers 
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Notes ; 


White and black groups exclude hispanics. Hispanic group 
Includes all hispanics other than Cubans. Less-skilled service 
vorkers Include cleaning and food service workers. More-skilled 
service workers Include health service, personal service, and 
protective service workers. Data are based on samples of 
employed workers in the outgoing rotation groups of the Current 
Population Survey in 1979. 
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Table 2 

EsCimated Population and Labor Force tn Hlami, 1979-85 



Census Bureau Estimates 
for July 1^ 

CPS-Based Estimates 
for Entire Year ' 

Total 

Population 

Population 

16-61 

Population 

16-61 

Cubans 

16-61 

Labor Force 
16-61 

1979 



928,400 

252,400 

678.200 

19B0 

1,706,269 

1,049.738 

998.700 

278,200 

736.000 

19B1 



1,135,600 

372,000 

830.600 

1982 

1,715,306 

1.053.556 

1,106.200 

345,300 

803,300 

1983 



1,128.000 

343,500 

853,300 

198^ 

1,727,155 

1 ,052,167 

1.126.200 

327,300 

839,400 

1985 



1.192.200 

321,900 

867,000 


Notes: ^'^Dravm from U.S. Bureau of the Census Experimental County 

Population Estimates data file. Population age 16-61 is estimated 
from 5-year interval population counts assuming a uniform age 
distribution within intervals. 1980 estimates include estimated 
Marlel immigrants as of that dace. Hiami population on Census Day 
. (April 1 1980) was 1,625,781, of which 989,975 were age 16-61. 

■^Weighted counts from 12 monthly samples of outgoing rotation 
groups in Current Population Survey. 
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Table 3 

Characteristics of Marie! Immigrants and Other Cubans: 
Tabulations from March 1983 CPS 


Marlel Immigrants 

All Other Cubans 

1. Educational AttalnmenC 

Percent of Population 

(a) No High School 

56. S 

25.4 

<b) Some High School 

9.1 

13.3 

(c) Completed High School 

9.5 

33.4 

(d) Some College 

6.8 

12.0 

(e) Completed College 

18. 1 

15.8 

2 . Percent Male 

55.6 

50.7 

3. Percent Under 30 In 1980 

38.7 

29.6 

4. Mean Age In 1980 (Years) 

34.9 

38.0 

5. Percent In Miami in 1985 

33.9 

52.4 

6. Percent Worked in 1984 

60.6 

73,4 

7. Mean Log Hourly Earnings 

1.37 

1.71 

8. Occupaclon Distribution 
(Percent of Employed) 

(a) Profess ional/Managecs 

19.3 

21.0 

(b) Technical 

0.0 

1.5 

(c) Sales 

4.5 

11.2 

(d) Clerical 

2.5 

L3.3 

(e) Craftsmen 

9.5 

19.9 

<f) Operatives 

19.1 

13.8 

(g) Transportation Ops. 

3.8 

4.3 

(h) Laborers 

10.8 

3.3 

(1) Farm Workers 

0.0 

1.8 

(J) Less-Skilled Service 

26.0 

7.4 

(k) More-Skilled Service 

4.6 

2.3 

9. Sample Size 

50 

528 

Weighted Count 42, 

,300 

476,900 


Note; Sample consists of all Cubans In March 1985 Current Population Survey 
age 21-66 (l.e., age 16-61 in 1980). Marlel inunlgrancs are 
Identified as those Cubans who stated chat they lived outside 
Che U.S. 5 years previously. 
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Table 4 

Logarithms oE Real Hourly Earnings of Workers Age 16-61 
In Miami and Four Comparison Cities: 1979-85 

(standard errors in parentheses) 



1979 

1980 

1981 

1982 

1983 

1984 

1985 

Mi ami : 








1. Whites 

1.85 

(.03) 

1.83 

(-03) 

1. 85 
(.03) 

1.82 

(-03) 

1.82 

(.03) 

1.82 

(.03) 

1.82 

(-05) 

2 . Blacks 

1.59 

(.03) 

1.55 

(-02) 

1.61 

(.03) 

1.48 

(.03) 

1.48 

(.03) 

1.57 

(.03) 

1.60 

(.04) 

3 . Cubans 

1.58 

(.02) 

1.54 

(.02) 

1.51 

(.02) 

1.49 

(.02) 

1.49 

(.02) 

1.53 

(.03) 

1.49 

(.04) 

4. Hlspanics 

1.52 

<.04) 

1.54 

(-04) 

1.54 

(.05) 

1.53 

(.05) 

1.48 

(.04) 

1,59 

(.04) 

1.54 

C-06) 

Comoarlson Cities: 







5. Whites 

1.93 

(.01) 

1.90 

(.01) 

1.91 

(.01) 

1.91 

(.01) 

1.90 

(.01) 

1.91 

(.01) 

1.92 

(.01) 

6 . Blacks 

1,74 

(.01) 

1.70 

(.02) 

1.72 

(.02) 

1 . 71 
(.01) 

1.69 

(-02) 

1,67 

(.02) 

1.65 

(.03) 

7. Hispanics 

1.65 

(.01) 

1.63 

(.01) 

1.61 

(.01) 

1,61 

(.01) 

1.58 

(.01) 

1.60 

(.01) 

1.58 

(.02) 


Note: Entries represent means of log hourly earnings (deflated by the 

Consumer Price Index 1980-100) for workers age 16-61 In Miami and foui 
comparison cities: Atlanta, Houston, Los Angeles, and Tampa-St. 
Petersburg. See note to table 1 for definitions of groups. Data 
are based on samples of employed workers in the outgoing rotation 
groups of the Current Population Survey in 1979-1985. Due to a 
change in SMSA coding procedures in 1985, the 1985 sample Is based 
on individuals In outgoing rotation groups for January-June of 1985 
only. 
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Table 5 

Unemploymenc Races of Individuals Age 16 -61 
In Miami and Four Comparison Cities, 1979-85 

(standard errors In parentheses) 



1979 

1980 

1981 

1982 

1983 

1984 

L985 

Mi Aint : 








1 . Whites 

5.1 

(1.1) 

2.5 

(0.8) 

3.9 

(0.9) 

5.2 

(1.1) 

6.7 

(1.1) 

3.6 

(0.9) 

4.9 

(1.4) 

2 . Blacks 

8.3 

(1.7) 

5.6 

(1.3) 

9.6 

(1-8) 

16.0 

(2.3) 

18.4 

(2.5) 

14.2 

(2.3) 

7.8 

(2.3) 

3 . Cubans 

5.3 

(1.2) 

7.2 

(1.3) 

10.1 

(1.5) 

10.8 

(1.5) 

13.1 

(1.6) 

7.7 

(1.4) 

5.5 

(1.7) 

4. Hlspanlcs 

6.5 

(2.3) 

7.7 

(2.2) 

11.8 

(3.0) 

9.1 

(2.5) 

7.5 

(2.1) 

12.1 

(2.4) 

3.7 

(1.9) 

Comnarlson Cities; 







5. Whites 

4,4 

(0.3) 

4.4 

(0.3) 

4.3 

(0.3) 

6.8 

(0.3) 

6.9 

(0.3) 

5,4 

(0.3) 

4.9 

(0.4) 

6 . Blacks 

10.3 

(0.8) 

12.6 

(0.9) 

12.6 

(0.9) 

12.7 

(0.9) 

18.4 

(1.1) 

12,1 

(0.9) 

13.3 

(1.3) 

7. Hlspanlcs 

6.3 

(0.6) 

8.7 

(0.6) 

r^ vO 

CO O 

12.1 

(0.?) 

11.8 

CO. 7) 

9.8 

(0.6) 

9.3 

(0.8) 


Note: Entries represent means of unemployment Indicator variable for 

Individuals age 16-61 in Hlaml and four comparison cities: Atlanta. 
Houston, Los Angeles, and Tarapa-Sc. Petersburg. Samples are based 
on Individuals in Che labor force. See note to Table 4 for 
definitions of groups and data sources. 
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Table 6 

Means of Log Wages of Non-Cubans In Hlanl 
By Quartile of Predicted Wages, 1979-85 

(standard errors in parentheses) 



Mean of 

Log Wage by Quartile of 

Predicted Wage 

Difference of 
Means: 4ch-lst 

1st Quart 

2nd Quart. 

3rd Quart 

4th Quart. 

Year 






1979 

1.31 

1.61 

1.71 

2.15 

.84 


(.03) 

(.03) 

(.03) 

(.04) 

(.05) 

1980 

1.31 

1.52 

1.74 

2.09 

.77 


(.03) 

(.03) 

(.03) 

(.04) 

(.05) 

1981 

l.AO 

1.57 

1.79 

2.06 

.66 


(.03) 

(.03) 

(.03) 

(.04) 

(.05) 

1982 

1.24 

1.57 

1.77 

2.04 

.80 


(.03) 

(.03) 

(.03) 

(.04) 

(.05) 

1983 

1.27 

1.53 

1.76 

2.11 

.84 


(.03) 

(.04) 

(.03) 

(.05) 

(.06) 

198A 

1.33 

1.59 

1.80 

2.12 

.79 


<.03) 

(.04) 

(.04) 

(.04) 

(.05) 

1985 

1.27 

1.57 

1.81 

2.14 

.87 


(.04) 

(.04) 

(.04) 

(.05) 

(.06) 


Note: Predicted wage is based on a linear prediction equation for the log 
wage fitted to Individuals in four comparison cities: see text. 

The sample consists of non-Cubans (male and female, white, black, 
and Hispanic) between the ages of 16 and 61 with valid wage data 
In Che earnings supplement of the Current Population Survey. Wages 
are deflated by the Consumer Price Index 1980-100. 
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Tstri* 9 

Industry Distribution* In Mlanl ind ALl US: 
Bsssd on M*rch CPS Ost* Car 1974-79 and igaS-Sl 




Average of 

1979 and 

1979 

Avataga of 

1993 and 

1964 


Pareant In Ind: 

Ratio 

Hlani/US 

Hiami 

E.rctnt 

in Ifid: 




Miami 

All US 

Hiams 

All us 

Miirni/US 

Ml... 

; Agrlculluta 

9 . 03 

2.26 

0.36 

33.9 

2.54 

2.33 

1.09 

27.7 

2 . Hlnine 

0 .00 

0.90 

0.00 

0.0 

0 . 30 

Q . 96 

9.31 

0 . 0 

3. Construction 

? , 33 

E ca 

1.21 

31 3 

6.69 

6. 15 

1.09 

35 6 

* . Text 1 Las A 

5 S3 

2 . 2? 

2-44 

76.0 

4.60 

2 17 

2 . 12 

60 7 

Appa ra L 

i . Other Mf« . 

10.47 

21.42 

0 49 

45.0 

9.69 

18.42 



6. Transportation 

7.33 

3 63 

2.02 

14 2 

7 «3 

3.30 

2.40 

:* 3 

7. Communicatian 

13* 

1.41 

0.93 

O.C 

1 59 

1 66 

1.02 

0 . 3 

8. Utilities 

1.43 

1.36 

l-CS 

7.0 

2.07 

1 .44 

1.44 

0.0 

9. Whalaa Tttdt 

9 33 

3 67 

1 73 

41 a 

6 02 

3.95 

1.52 

M.O 

10. Eatini & 

S *9 

3 33 

1 02 

22. S 

6.43 

5 SO 

I.ll 

13 . 7 

Drinkins 

LI. Other Retail 

13.76 

12.21 

1 29 

33-7 

12.36 

11. 3C 



T c sd a 

12. FIRE 

5 76 

9 49 

1.03 

31 7 

6. »1 

6.11 

1, 11 


(3. Lasi-SkllLed 

4.36 

3.07 

1 42 

14.2 

4 . 91 

3.43 

i.*3 

31.9 

Sarvlcaa 

14. Other Business 

2.01 

3 Of 

0.92 

27 2 

3 79 




S arviCBS 


2.56 

1.98 

1.36 

41.3 

2 04 

2 13 



Services 

16 . Prof aaslons 1 

16. 96 

20 33 

0 . 93 

19.5 

16 . 96 

20 . 32 



Sarvieas 

17 , Public Adnin 

3.73 

5. 37 

1.02 

19 1 

5.35 

5 *2 




Sioplss consist of *11 worksr* *f 16-61 K,th poiitivo asmini* and xortad in th* 

ptavlous year from 1979. 19BO. 199a and 1983 Hatch CPS. Industry lafari to Industry on 
main Job last yaar. L*»»-Skill*d sarvlc# Industrial Ineluda isrvlcai to dwallinga tpart 
of businaaa aarvlcaa); and privat# liousaholda. hotoLi and motals, and Laundries and 
sarvicas (part of parsonal sacvicaa). Intattalnmaiil Ir.dustrlaa ara incLudad with personal 

sarvieas Sample siia* are 1.033 Cnianii, 1978-79J. 1,070 (Mlai 
1976-79); and 1*2,676 (dll US. 1993-9*)- 


1363-04); 147.999 (All US, 
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ABSTRACT 


This paper reviews the recent evidence on U.S. immigration, focusing on two key questions: (1) 
Does immigration reduce the labor market opportunities of less-skilled natives? (2) Have 
immigrants who arrived after the 1965 Immigration Reform Act successfully assimilated? 
Looking across major cities, differential immigrant inflows are strongly correlated with the 
relative supply of high school dropouts. Nevertheless, data from the 2000 Census shows that 
relative wages of native dropouts are uncorrelated with the relative supply of less-educated 
workers, as they were in earlier years. At the aggregate level, the wage gap between dropouts 
and high school graduates has remained nearly constant since / 9S0, despite supply pressure 
from immigration and the rise of other education-related wage gaps. Ch^erall, evidence that 
immigrants have harmed the opportunities of less educated natives is scant. On the question of 
assimilation, the success of the U.S.-horn children of immigrants is a key yardstick. By this 
metric, post-1965 immigrants are doing reasonably well: second generation sons and daughters 
have higher education and wages than the children of natives. Even children of the least- 
educated immigrant origin groups have closed most of the education gap with the children of 
nati ves. 

JEL: J61 . Keywords: immigranl compelilion; assimilation. 


am gratehil to Christian Dustmann, Thomas Lemieux, Ethan Lewis, Stephen Alachin, and two 
anonymous referees for helpfiil suggestions, and to Horcncc Nevmotin t()r outstanding research 
assistance. Partial funding for this work was prorhded bv the KICHD. 
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Over die past two decades economists’ perceptions of U.S. immigrants have shifted. In the 
1 970s, immigrants were viewed in a mainly positive light. Chiswick (1 978) found that immigrant 
men earned as much as natives, despite having less education, and concluded that investments in on- 
the-job training made up for the gap in formal schooling. Grossman (1982) examined the impact of 
immigration on native wages and concluded that the effects were small. Subsequent research — most 
notably by Borjas (1 985, 1 995, 1 999, 2003) — has chipped away at both conclusions and gradually led 
to a more negative picture of U.S. immigration. The shift in perceptions has closely tracked changes 
in the national origin of U.S. immigrants, often attributed to the 1965 Immigration Reform Act, and 
a widening gap between the language and culture of natives and immigrants (Borjas, 1999; I .a7ear, 
1999). Concerns over immigration have also been heightened by the decline in low-sldlled wages in 
the U .S., and the belief that some of this may be due to immigrant competition (Borjas, Freeman, 
and PCatz, 1997). 

'lliis paper presents an overview and update of the U.S. immigration literature, focusing on 
central cjucstions: (1) Do immigrants harm the labor market opportunities of less skilled natives? 
(2) How do today’s immigrants perform in the U.S. labor market, and arc they successfully 
“assimilating”? Tlicsc questions arc at the heart, of the debate about immigration in many other 
countries - including most Kuropcan nations — and insights from the recent U.S. literature may 
prove useful in ansAvering the questions elsevA^here. iVIv conclusion is that the “reAnsionist” A’iev’ of 
recent U.S. immigration is OA-erly pessimistic. The CAtidence that immigrants harm nariA^e 
opportunities is slight, while the fear that post-1965 immig rants AA'ili neA’er assimilate is belied by the 
rather surprising educational sticccss of their children. 

I. 'llie Characteristics of Immigrants 

Most of the immigrants in Chiswick’s (1978) landmark study had entered the U.S. under the 
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pfoviiiions of the Immigrant and Nationality Acts of 1924, which established nadonal origin quotas 
with a strong bias in favor of Northern Kuropeans.' In the 1970 data analyzed by Chiswick, 63 
percent of immigrants were bom in Europe (m: Canada (Card, DiNardo and Estes, 2000, 'fable 6.3). 
'fhe vast majorit\' of worldng age immigrants in the U.S. today arrived after the 1965 Immigration 
Act, which relaxed the quota system and established preferences for people with family members 
already in the countrv. The new law, coupled with declining supplies of potential immigrants from 
traditional source countries such as Britain, Germany, and Italy, an<l increasing potential supplies 
from Mexico, Central America, and .Asia, have led to a shift in the ethnic composition of 
immigrants.* In 2000, only 13.6 percent of adult immigrants in the U.S. were born in Kurope, w+iile 
32 percent were born in Mexico, 16 percent in Central America or die Carribean, and 26.6 percent 
in Asia. 

As emphasized by Borjas (1985, 1995), the sldll characteristics of immigrants In the U.S. are 
strongly related to their country of origin. For example, coumri’’ of origin dummies explain 30 
percent of the variation in average education levels among immigrants in the 2000 Census.^ 
Reflecting the high fraction of immigrants from countries like Mexico, the Philippines, Vietnam, and 
F.1 Salvador (all of which supply relatively low-cducation immigrants) immigrants as a w'bolc have 


'The law was influenced by research of Carl Brigham (1923), who classified immigrants into four 
racial categories: "Nordic”, "Alpine”, "Mediterranean” and "Asian”, and argued that members of the Apine 
and Mediterranean races had tower intelligence than Nordics. The influence of Brigham’s work is illustrated 
by a headline announcing the new law in the ] An^elfs (13 April 1924): "Nordic Victnrt’ is seen in 
Drastic Reduction,” 

’TItc 2(X,)() U.S. Census has information on exact arrival year, ;uid I used this information to examine 
changes in die fraction ofimmigranis from different countries before and after 1965. The fraction of 
Mexican immigrarns, for example, is 20.1 percent for 1963-65 arrivals and 20.1 for 1966-68 arrivals. A sharp 
impact of the law is not disccrnabic in these data, though there is a trend between 1 950 and 1 9? 5. 

F.cJucation levels ol immigrants are coirdated with education levels in the home coumry, but there 
arc many interesting exceptions. For example, immigrants from India have the highest averiige education 
(average of 15.6 yciirs of completed schooling. Immigrants from Russia are a very^ close second. 
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lower average schooling than nad\’es. Table 1 compares the education distributions of natives and 
two subgroups of immigrants - those who had been in the U.S. at least 5 years at the time of the 
2000 Census, and those who had arrived more recently. 'iTie recent arrival group is not very 
different from the earlier arrivals, reflecting the relative stability of immigrant inflow composition 
since the late 1970s. Nevertheless, both groups have a much higher fraction of people with very low 
schooling than natives. The excess concentration of immigrants in the “less than high school” 
category is balanced by relative shortfalls in the number who completed high school but have no 
further formal schooling (24 percent of immigrants versus 39 percent of natives) and the number 
with 1-3 years of college (about 15 percent of immigrants versus 24 percent of natives). At the 
upper end of the education distribution immigrants and nadves are very .similar, though immigrants 
are slighdy more likely dian nadves to hold an advanced degree. 

The patterns in 'fable 1 point to two important conclusions. First, labor marker competition 
from immigrants is most intense for natives with the lowest levels of education. Wltilc immigrants 
comprised only 13 percent of the working age population in 2000, they made up 28 percent of the 
population with less than a high school diploma, and over half of all those with less than 8 years of 
schooling. For this reason, most studies of intmigrant competition have focused on the impacts on 
very low skilled natives.'' Second, the positive effect of immigrants on the relative supply of the 
people with the loxvest levels of education is offset b)* negative effects on the relative supply of 
people in die middle of die educadon distribution, wdtii no effect on die reladve supply of those 
with a bachelor’s degree or higher. i\rguably, then, immigrant inflow's ha'^'e exerted upivard pressure 
on the wage gap between high school graduates and dropouts, and (humward pressure on the 

“’ll immigrants bail the same education and other skill characteristics as natives, and it capital is 
clasticidly supplied ro rhe relevant labor market, then standard economic models wcjuld predict no impact on 
native wages - sec Altonji and Card (1991). 
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college-high school wage gap. 

11. Immigrant Competition and the Labor Market Outcomes of Low Skilled Natives 

a. Conceptual Issues 

There arc two main approaches in the literature to estimating the impact of immigration on 
native workers. The first —pioneered bv Grossman (1982) — relates differences in the relative 
structure of wages in different local labor markets to differences in the relative supply of 
immigrants.^ The advantage of this approach is that there are many local labor markets in the L.S. 
with different fractions of immigrants, and samples from the Decennial Censuses can be used to 
estimate relatively rich models of the local wage structure. The disadvantage is that cities are nor 
isolated economies: people, goods, and sendees all flow between cities, and depending on how 
sensitive these flows are to differences in local wages or prices, comparisons across cities may reveal 
a lot or little about the underlying parameters that theoretically determine the effects of immigration 
on native opportunities. The second approach is a time scries mcthodolog}*, relating clianges over 
tiiTic in imiTiigrant densities to cconomy-widc measures of relative labor market outcomes. The 
advantage of this approach is that it can potentially reveal the impact of immigration even when the 
local markets approach “fails” because of intcrcitv factor mobility or trade (Borjas, Freeman, and 
Katz, 1996).'^ The disadvantage is the absence of a clear counterfactual. Inferences from the macro 
rime series approach rely on assumptions about the trends in factors like the degree of skill bias in 


^’iTis approach is closely relalecl to work on internal migration and local wage structures, including 
Sjaastad (1962), Topd (1986), and Dahl (2002). 

‘'Ot course the same arguments about intercity trade and factor mobility also apply across countries. 
Mcjdcls of inrcrnational trade often imply that relative wages in a country are independent of the relative 
supplies of different sldll groups, at least in some range. Sec Kuhn and Wooten (1991). 
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recent technological change. 

Karly studies using the local labor markets approach (Grossman, 1982; Borjas, 198’^; Altonji 
and Card, 1991; Lalonde and 'fopel, 1991) treated “immigrants” as one hpie of labor and 
distinguished between various subgroups of natives in the same city. Wliile simple and intuitively 
appealing, there arc two obvious problems with this founework. One is immigrant hctcrogcncitv: in 
some cities immigrants arc actually more highly skilled than natives, whereas in others the reverse is 
true.' Thus, it is important to classify the immigrant populations in different cities according to their 
skill levels. A second problem is that conventional ccontxnic models imply that immigrants should 
only affect relative wages to the extent that they distort the relati\^ supplies of different skill groups, 
if inflows of unskilled immigrants cause unsldlled natives to move out, for example, there may be 
litde discernable effect of immigration on the local wage structure, e^'en though relative demand 
curves at the local level are downward sl<.>pmg. 

A potentially better way to model the impact of immigration is to assign immigrants and 
natives to skill groups and to assume tliat witliin skill groups, immigrants and natives arc perfect 
substitutes (c.g., jaeger, 1 996; Card, 2001 ; ).^ Following this approach, the first step in evaluating the 
impact of immigration is to assess the effect of immigrants on the relative supplies of different skill 
groups in different cities. The second step is to then relate the relative wages for different skill 
groups fo the relative supplies in the local labor market The maintained assumption — that 
immigrants and natives are perfect substitutes •within skill groups — can be tested by examining the 

Card (2001, page 23) notes that iruTuigrani men earned more than native men in one third of the 
largest U.S. cities in 1990. 

f'\n alternal ive approach is to assume that. “workers 'with different characteristics sell “bundles” of 
skills, where the number of laieni skills is small. 'JTiis approach has been suggeslal to study the structure ot 
wages by age and education (c.g., Welch, 1969) but becomes complex once allowance is made for non-hnear 
pricing of the bundles (lleclcman and Scheinkman, 1987). 
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Stability of immigrant-nadve wage differences across different labor markets/’ 

b. Effects of Immigration on R£}ative Stfpply of Eow-S killed E/ibor 

Some indication of rlie impact of immigration on the relative size of die dropout labor force 
in diffci'cnt cities is prcsaitcd in Tabic 2. 'Ilic tabic shows tlic fractions of imiiiigrants in itll cities 
and in 15 selected cities in 1980 and 2000, along with the fractions of immigrants and natives with 
less than 12 ye^trs of completed schooling, and the overall fractions of tbc working age population in 
each city with less than 12 years of schooling. The data for all cities in the first row of the table 
reveals three interesting facts."' Hirst, the fraction of immigrants in U.S. cities has roughly doubled 
since 1980, from 9.5 percent to 18 percent. Second, in both 1980 and 2000, slightly more than one- 
third of immigrants had less than a high sch(K>l education. Third, the fraction of natives with less 
than a high school education has fallen sharply, more than offsetting the inflow of less-educated 
immigrants. “ Thus, despite the upward pressure on the relative supply of dropouts caused by 
immigration, the overall fraction of dropouts in urban areas fell from 24.3% in 1980 to 17.7% in 
2000 . 

There is a lot of cross-dty variation in these patterns, however. The dramatic increase in 
the fraction of low-cducation immigrants in l.os .Angeles, for example, led to a tise in the fraction of 
high school dropouts in the local population. In Pittsburgh and Cleveland, on the other hand, 

'’Under the perfect subsiiuites assumption, for example, the wage gap between immigranls with less 
than 12 years of schooling and native liigh school dropouts should be conslant (controlling for age, lime in 
the U.S., etc.) Liven if the perfect substitutes assumption is true, the wage gap could varv across cities if 
immigrants in different cities possess different unobserved skills. 

‘'’The set of all cities includes 272 Standard Mctropoiitican Statistical Areas in 1980 and 325 
Metropolitan Statistical Arctis in 2000. 

“This is largely a cuhtjrt effect, reflecting the steady rise across cohorts in the fracticjn of high school 
graduates undl cohorts burn in the 1950s. Sec Card and Lemieux (2000, 2001). 
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immigrant densities are low and have fallen OA^er the past two decades, so the the trend in the overall 
ftacdon of dropouts closely parallels the trend among natives. Mo.st high -immigration cities, 
including New York, Houston, San FTancisco, and Miami, ei^ciicnced relatively small declines in 
the fraction of dropouts betv'een 1980 and 2000, whereas most low-immigration cities, including 
Pliiladclpliia, Detroit, and Atlanta, experienced bigger reductions. 

The question of whethet inflows of unskilled immigration have svstciTiaticallv affected the 
relative supply of dropout labor in different cities is addressed in Figure 1 . As motivation for this 
figure, note that the share of dropouts in the local working age population in city c, s^(c), is the sum 
of the share of narir’-e dropouts s‘^'''(c) and the share of immigrant dropouts, s^^(c). An interesting 
descripdve regression relates the overall dropout share in a city to the share of immigrant dropouts: 

H^(c) = a + P b‘^'(c) + e(c), 

where e(c) is a residual. If inflows of less educated immi^gianrs are offset by outflows of nadve 
dropouts (or if less educated immigrants rend to move to cities where there is a bigger posirive trend 
in the educational attainment of the narive population), immigration will have little impact on the 
overall dropout share and the coefficient P will be close to 0. If mobility flows of native dropouts 
(and trends in native educational /mainment) arc uncorrclatcd witli the inflow rate of low skilled 
immigrants, the coefficient p will be close to 1 . 

As suggested bv the data in Table 2, the scatter of points in Figure 1 is more consistent with 
a value of p=l dian p=0. h’or reference, the graph shows a restricted regression line in which the 
slope is set to 1. This benchmark prorddes a reasonable fit, although it tends to under-predict the 
ftacdon of dropouts in cities with few immigrant dropouts. In fact, a univariate regression across 
325 ciries }delds an estimate of P cqtial to 0.79 (with a standard error of 0.03). X'Clien controls are 
added for cit\' size and the fraction of blacks in the city population, the estimate of P rises to 1.01 
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(with a iimndafd ertor of 0.()3)d" 

findings similar to those in Figure 1 are reported in Card (2001) , n sing data for 1 ”5 cities 
from the 1990 Census, and defining low skilled ■workers as those who are predicted to work in low 
wage occupations based on their age, education, gender, race, ethnicity, and conntrt' of origin. In 
that paper I looked spccificitllv at mobility responses of natives to recent immigrant inflows, and 
concluded that each new immigrant in the lowest skill group adds about 1 to the net supply of low 
skilled workers in a cit\'. Focusir^ on longer term mobility, Cartl anti DiNardo (2000) use a three 
skill group taxonomy to examine the effect of immigrant inflows on native migration rates between 
1980 and 1990. Again, the conclusion is that native mobility has virtually no offsetting effect on the 
relative supply shocles created by immigration. Indeed, once controls are introduced for city-specific 
trends in native populadon growth, the dam surest chat native mobility responses may sHghtiy 
reinforce the relative supply effects of immi,gration (Card and DiXardo, 2000, 'I'able 2). 

A concern ■with the interpretation of the data in Figure 1 is that unsltillcd immigrants may be 
drawn to cities where "the relative demand for dropout labor is increasing. One way to partially 
address this concern is to use histcrtical immigration patterns as instruments for current inflows 
(.Altonji ami Card, 1991; Carcl, 2001). For example. Card and Dinarcio (2000, Table 2) report, models 
in which low skilled immigration inflows between 1980 and 1990 arc instrumented by the fraction of 
Mexican immigrants in the city in 1970. These models give no indication that the OLS estimates are 
biased by local demand shocks. 

iVltliough the results in Figure 1 suggest that immigration has a powerful effect on local 
labor markets, some researchers have argued the opposite. Borjas Freeman and Kar 2 (1997), for 


’ The size controls arc the log of the adult population and its square. The regressicjns are estimated 
by weighted least squ<ires using the size of the population as w'cights. 
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example, claim that native mobiiit}’ effectively undoes any local impact of immigrant inflows.' ’ 
Importantly, however, Borjas Freeman and Kat 2 (1997) focus only on total population, not on the 
relative size of different skill groups. T .po king at the California and ’I'cxas cities in 'fable 2 it is very 
hard to argue that hTimigration has not had some impact on the traction of less-educated people in 
the local labor market, 'fo the best of mv knowledge, in fact, all studies that have looked at the 
relaliue supply impacts of immigration find veiy large effects on local labor markets. 


c. 1 mpuci.s' 0 )) 1 .ess Skilled Kaih-ex 

Once it is established that low-skilled immigration increases the relative supply of unskilled 
workers in local labor markets, the next step is to measure the effects on the relative labor market 
outcomes of less skilled workers. A simple thcorcrical framework for this analysis consists of a local 
production function and a set of per-capita labor supply functions for members of each slcill group.*'^ 
Such a model implies tliat the relative wages and relative employment rates of workers in any two 
skill groups depend on the relative fractions of the groups in the local population. For example, 
comparing high school graduates to dropouT.s, a relative supply/cicmand model implies that 

(la) log (w‘^/w“) = a, + b| log (s‘^/s'^) + u, 

(lb) iog(KVK'') = a. + b,log(sVs”) + u„ 


' ’Likewise Frey (1 995, 1 996) reports a strong correlation between iniiiiigrant inflows and native 
outflows. Wriglii, Lllis, and ReibeJ (1997) re-examine Frey’s specifications and show liiar his results 
disappear once controls tor city size ;jrc added to the model. 

‘“'See e.g.. Card (2001). Specifically, consider a production function for local output 
y “ I Xi ^ '' supply functions log (NVP) = € log W' + (j)', where N' is dre number of 

people employed in skill group (, w' is the wage of group j, c' is a reladvc demand shock, P' is the population 
of skill group i, and (|)' is a local supply shock. 'Haese equations imph* a relative labor (lemand erm^e 
log (N'VN") = -a log (w^/V) ( 0 - 1 ) log (eV'e”) , 

and a reladvc labor supply curve 

log(N7N")= logCF/P'')-^ €log(v^/w") (|)"-(|)". 
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wheie and are the mean wages of dropouts and high school graduates in a city, and are 
the mean employment-population rates of the two groups, and s'* and s^* are die shares of dropouts 
and liigh school graduates in the local population. 'iTie coefficients b, and hy depend on the elasticity' 
of substitution between sldll groups (o) and on the elasticity of the pcr-capita labor supph' functions 

(e): 

b|--l/(a+e), b.--e/(o+e). 

Tf local labor supplies arc perfectly inelastic (e=0) then equation (la) reduces to the familiar model 
used in studies of education-based wage gaps (c.g., KatT; and iMurphy, 1992). 

Apart from the potential problem posed by unobsen-ed relative demand and supply shocks, 
the key problem for interpreting estimates based on equadons (la ) and (lb) is that die slope of the 
local reladve demand cutwe may be uninf()rmadve about the degree of subsdcutabiiity between skill 
groups. In pardcuLar, a Heckshcr-Ohn styde model of local economics suggests that reladve wages 
may be uiicorrelated with relative labor stipplics, even though at the national level relative wages arc 
negatively related to relative supplies. I return to diis point below. 

Some simple reduced form evidence on the impact, of unskilled immigration on relative 
wages and relative employment of low-skilled natives is prcscnt.al in Figures 2 and 3. Figure 2 
shows the gap in mean log wages between native male high school graduates and native male 
dropouts in each of die 175 largest LJ.S. cities in 2000, plotted against the fraction of immigrant 
dropouts in the local labor market,*^ Figure 3 show^s the log of die rado of the employment- 
populadon rates of high school graduates and dropouts, also plotted against die fracdon of 

'^Tlic wage gaps were estimated as follows. First, separate models were estimated for mean log 
wages of native male dropouts and high school gracluai.es, including unrestricted ciiv dummies (tor .t 25 
MSA’s) a quart ic fun ct ion ot age, dummies for black race and .Hispanic ethniciiy, and interactions of the 
black and Hispanic dummies with age and ages sejuared. The wage gaps are estimated as the ditferenees in 
the eitv dummies from these two models (re-normaUzed to have the same mean as the raw data). 
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immigi’ant dropouts?/" The graph for relative wages sho-ws little connection between nadve wages 
and the fraction of immigrant dropouts, while the graph for relative emplotmaenr suggests a slightly 
positive correlation. Estimated regression models fit over all 325 cities confirm this impression; the 
estimated regression slope for wages is statisticaUv insignificant (slope= 0.06; standard error = 0.06) 
wliilc the estimated slope for relative employment is significantly positive (slope = 0.07, standard 
eiTor =0.02), suggesting a small negative impact of more unskilled immigrants on native dropout 
employment. 

Formal estimation results for the local demand/ supply system arc presented in Table 3, 
which shows both ordinanHensr squares (015) estimates and instrumental variables (IV) estimates 
using the fraction of immigrant dropouts as an instrument for the relative supply of high school 
versus dropout labor. The IV results are quite similar to the OLS results, and nearly as precise, 
reflecting the strong first stage.'"' 'Htc estimates suggest there is no relationship between the relative 
supply of liigli school dropouts and their relative w'agcs, but point to a small negative impact of 
relative supply on relative employment. ’I'hese findings are quite similar tfj the results in Card (2001) 
using data for 1 990 and occupation-based skill groupings.**^ As in most, of the previous work 
looking at local labor market impacts of immigration, there is a surprisingly weak relationship 
between immigration and icss-skillcd native wages (see .F'ricdbcrg and I lunt, 1995 and Borjas, 1994). 

'"’TItc local employment population rates ofthc two gi'oups were esritnared as the cir\’ dummies in 
separate linear probabiliw models for the event ofworking in the prewous year, in models with the same 
control variables as the first stage wage models. 

' Tltc coeftident of the fraction of immigi'ant dropouts in a model f(*r the log relative supply of high 
school versus dropout labor is -6.10, with a standard error of 0.20 (F-siaiistic = 902), The fraction of 
immigrarn dropouts explains 74 percent of the variation in the relative supply variable across the .325 MSA’s 
in the, 2000 Census. 

'dn my 2001 study I presented estimates for 6 occupation groups in 175 cities. Interestingly, the 
estimated reJarive supply effects were typically smaller when the sample was restricted to luw-sldllcd 
occupations. 
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This pattern has persisted despite steady inflows of relatively unskilled immigrants that have created 
ever greater differences across cities in the relatiw supply of dropouts over the past two decades. 

d. Jdxphming the Absence ofl^ca! l^ihorAdarket Impacts 

A variety of explanations have been offered for the finding that wages of less skilled natives 
are insensitive to the relative supply pressure created by unskilled immigrants. The first is 
unobserved relative demand shocks, which enter the relative wage and employment equations and 
arc potentially correlated with the relative share of low skilled workers.*'' The leading solution n:) this 
problem is to instrument relative supply (or the relative number of low skilled immigrants) with 
information on historical immigration patterns. Immigrants from a giv-en source country- tend to go 
to the same places they went many years ago, and relative skill levels of the immigrants from a 
country’’ are highly correlated over time, so instruments based on historical immigration patterns 
have reasonable predictive power. My reading of the evidence is that instrumenting sometimes 
moves the coefficients in the “right direction”, but dues nut change the conclusion that immigrant 
impacts arc small (see for example, T.cwis (2003) who analyses changes in relative wages in major 
cities between 1980 and 1990 using OT.S and TV mahocls). 

A second explanation is that, as predicted by a I Icckshcr-Oiin (1 lO) model, variation in the 
relative supply of unskilled labor across local labor markets is absorbed by changing industry’ 
structure. As pointed out by Levds (2003), the magnitude of any 1 lO-styde adjustments can be 
calculated by looldng at data on industn’ shares across cides. To illustrate this point, start widi an 
idenriry’ that expresses the overall fraction of dropouts employ’ed in a given ciw, s'*(c), as a weighted 


’Tor example, using the modd outlined in footnote 14, the residual in the relarivc wage cquaricjn is 
u, = (O- l)/( 0 +e) Jog (eVc") - ({i)"-<j)" )/(0+€). 
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Slim of the industr\^ iihares In the city, times the dropout intensity in each industty; 

(2) .“(c) = 1/N(c) N-.Cc) 

= E, Ni(c)/N(c) N-;(c)/N;(c) 

= El ^.(c) sMc) , 

where N(c) is total employment in city c, N''j(c) is the number of dropouts employed in industry i in 
city c, X,(c) is total employment in industry i in city c, ^((c) =Ni(c)/N(c) is the employment share of 
industry i in city c, and s‘^(c) = N‘^i(c)/N;(c) is the share of dropout workers in industry i in city c. Tt 
follows that the gap between s'^(c) and the national average fraction of dropouts, s'*, can be written as 
die sum of a “between industry component” B representing shifts in the relative fractions of 
different industries in die cip^ a “within industry- component” W, representing shifts in the relative 
fraction of dropout workers in each Industrie and an interaction component 1: 

(3) s^(c)-s^= B(c) +W(c) + T(c), 

where 

B(c) = LA [A,(c)-A,l 

W(c) = EO.i [ s'';(c) - s''i 1 
T(c) = E [^•(c)-A|]x[s1(c)-s1]. 

The .1 lO theorem states that under certain conditions a/Jot the variation in the share of dropout 
labor across cities can be absorbed by expansion or contraction of high-drnpout-intensip' industries 
(i.e., via the B(c) term), with no ciu’-level variation in relative wages or the dropout intensip" of any 
particular industry"’' 

In Card and Lewis (2005), we used dam on employment classified b\' 3 digit industry from 

^'^’iTese con dii ions would include infinitely elastic supplies of capital, perfectly integrated product 
markets, and rhe existence of at le-a-st one indu stp- that produces a tradeable good or service that has a 
dropout intensity that exceeds the mtiximum dropout share in any ciw. 
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the 2000 Census to compute the teims in equation (2) for each of 150 larger cities. \X’e then 
performed a series of regressions; 


(4a) 

B(c) 

II 

+ 

cr 

+ Cb(c) 

(4b) 

W(c) 

= a,, + K, [ s'*(c) - s-*| 

+ <v(c) 

(4c) 

1(c) 

= a, + b, f s''(c) - s'! 

+ c,(c). 


Since (3) is an identity, b^. + b^ + b^ =1. A strict version of Hf) implies b^ = 1. 

Figure 4 plots the between-industrv component B(c) ag;iinsf the excess fraction of dropouts 
in each of the 150 larger MSA’s. For reference, the figure also shows the 45 degree line: if changing 
industry’- structure accounted for the absorption of immigrants the points would lie along this line. 
Although the points suggest an up-vA^d-sIoping relationship, the slope is relatively modest, 
suggesting that changing industry' structure accounts for only a small share of the absorption of 
dropouts. Indeed, the OLS estimate, reported in the first column of 'fable 4, is 0.22, and is 
significantly diffci'cnt from 1. By contrast, Figure 5 plots the within-indu stry component 'W(C) 
against the excess fraction of dropouts in each cit\". 'I'liis component is more liighly coiTclatcd with 
the dropout share: as shown in column 2 of Table 4, the csrimare of b^ is 0.76. Tliough not shown 
in a figure, the interaction terms arc relatively small, and essentially uncorrclatcd with differences 
across cities in the share of dropout workers. The estimate of bj in column 3 of Table 4 is 0.02 
(with a very small R-squared =0.03). 

The AlSA’s with relatively high dropout shares are labeled in Figures 4 and 5. interestingly, 
most of these iVlSA’s are comprised of counties in California and Texas with substantial agricultural 
empknament. Since agriculture relies on the availability of land resources, it is debatable whether 
the liigh employment shares of agriculture in these MSzV’s represents a reaction to abundant supplies 
of less-educated labor. Rather, it seems more likely that the relative supplies of less-educated labor 
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in these MSA’s are driven by the availability of farm jobs. 

The framework of equation (3) can be used to examine the contribution (.)f the changing 
scale of specific industries to the absorption of local supplies of dropout labor. Tor example, the 
contribution of indnstr}' i is s'*; [ A,;(c) ], which is excess emplovraent share of the industry in 

citv c relative to its national average share, multiplied bv the average dropout intensity of the 
industTv. Columns 4-6 of Table 4 show estimates of models similar to (4a), focusing on the 
absorption contributions of agriculture, textiles apparel and footwear industries, and a set of low- 
skilled service industries.^' These 3 industry clusters together account for most of the total between 
industry’- effect; agriculture alone accounts for nearly one-half. Overall, though there is some 
evidence chat textiles and apparel manufacturing tends to cluster in cities with high dropout shares, 
these results suggest chat most of the absorption of unskilled labor across cities occurs within very 
narrow industries. Apart from a few small sectors it is difficult to find much eaddence of HO-sryle 
industry adjustment across cities. 

Similar conclusions were reached by Lewis (2003), who examined changes in the relative 
absoq^tion of 4 education groups over the 1980-1990 period. T.cwis used Census data to estimate 
first.-diffcrcnccd versions of equation (4b) for each skill group.^" Tic also compared OT.S estimates 
to IV estimates that used immigrant inflows based on historical immigration patterns as instruments 
for the changes in die relative shares of each skill group. As in the 2000 cross-section, the industry 
composition effects over the 1980-1990 period are only weakly related to local skiil-group-specihc 

’’Wc include rcxtilcs, apparel, knitting mills, fuutw’car, and le-athcr industries as appitcl, and the 
following as '"low skilled services”: bunding services, landscaping services, carwashes, landscaping, div 
cleaning and launclp' services, private household servnees, and other personal services. 

^One ciifference is that r.ewis regresses the between-industrv effects on the populal ion share oi the 
skill group in the local lalmr market, rather than the employment, share. An ativaniage nt a first differenced 
approach is that it eliminates the confounding caused by permanent factors hke differences in the amount of 
agricultural land in an MSA. 
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population growth. Lewis’ estimates of bg for manufacturing industries (which are arguably best 
able to respond to local factor availability) are very close to 0, while his estimates for all industries 
range from 0 to 0.08. He also reports pamUel specifications in which the dependent varLable Ls the 
within-industiT relative employment term, 'lliese are much more strongly correlated vdth relative 
population growth, accounting fey 90 percent of the adjustment to skill-group specific relative 
supply shocks. 

The evidence suggests that TlO-stylc changes in industry structure play relatively Httic role in 
explaining how cities like 1 .os Angeles were able to absorb massive inflows of relatively uneducated 
immigrant workers over the past tv.-o decades. Instead, most of the less-educated labor was 
absorbed by city-specific within-industry increases in dropout intensity, which took place despite any 
corresponding changes in the relative wages of dropout workers. 

One possible explanation for this pattern is that local relative demand shocks for dropout 
workers arc “caused” by the presence of low slollcd immigrants. For example, Accmoglu’s (1998) 
model of endogenous technological change suj^csts that firms will innovate in a direction to take 
advantage of more readily available factors, even in the absence of relative wage changes. Beaudry 
and Green’s (2003) model of technological adoption has a similar flavor. T.cwis (2004) presents 
some of the first direct evidence for this mechanism, using data on the number of advanced 
technologies adopted by manufacturing plants in the late 1980s and early 199(.)s. 1 le finds that 
controlling for v-ery detailed (4 digit) industrj* effects, the adoption of advanced technologies by 
individual plants is significantly reduced by the prcstaicc of a greater relative supply of unsldlled 
labor in the local labor market, ’fhese results are pt>tentially consistent with the evidence on within- 
industiy absorption in Table 4. More work is clearly needed to better understand how firms choose 
wliicli technologies to use, and whether the choice is influenced by the relative availabilitv^ of 
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different skill groups. 

e. iVggrcgflte Evidence on Relative Wages t>f Dropouts 

Mv reading of the e^ddence is that the two main mechanisms that economists have proposed 
to explain the ad)Listincnt of local labor markets to immigration-based supply shocks — selective 
mobility and HO-style realignment of local industry structure — arc relatively unimportant, and that 
the bulk of the absorption occurs within industries. Tn view of the weak correlation between local 
wages and local immigrant supplies, some researchers — notably Borjas, Katz and Freeman (1 996, 
1997) and Borjas (2003) — have argued that aggregate time series analyses are required to measure 
the full impacts of immigration on native wages. A complete analysis of aggregate trends is beyond 
the scope of this paper. However, in light of the data in Table 1 showing the relative education 
distribution of immigrants, it is useful to briefly examine trends in the relative wages of high school 
dropouts. 

Figure 6 plots two measures of the wage gap between high school dropouts and liigh school 
graduates: the mean log wage differential between the groups, and the average return per year of 
schooling among those with 12 or fewer years of schooling, multiplied by 4. These wage gaps refer 
to the hourly earnings of men age 1 8-64 in the 1980-2002 March Current Populations Surycy (CPS), 
and are estimated from models that include controls for a cubic in potential experience and 
dummies for black race and Hispanic ethnicily. For reference Figure 6 also plots the college-high 
school wage premium, esdmated from samples of men with 12 or 16 years of sch(X)ling. Since 1979 
the wage premium for high school graduates relative to dropouts has fluctuated in the range of 25 to 
30 percent, with a modest rise in the early 1 980s and more or less steady declines since then. The 
return per year of schooling for those with 0-12 years of school has fluctuated between 7 and 8 
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peixent, and also increased slightly in the early 1980s. In contrast, the college-high school wage 
premium has varied a lot more, rising by about 12 log points in the early 1980s, and nearly 22 log 
points over the past two decades. 

iMthough immigration presumably exerts downward pressure on the relative w'ages of 
dropouts, the wage gap between dropouts and high school graduates has been nearly constant since 
1 980, and has fallen by more than 50 percent relative to the gap between high school graduates and 
holders of bachelor’s degrees.^ The absence of an a.ggrc^tc trcn<l in the relative wages of high 
school dropouts is consistent w-ith the remarkable stability of the relative wage of dropouts across 
different local labor markets. Of course, even taking account of unskilled immigrant inflows the 
relative supply of dropouts has declined over the past two decades, so depending on what is 
assumed about the rate of growth of relative demand for dropouts versus high school graduates, one 
can argue that immigration lowered the wages of the least educated natives relative to the 
counterfactual trend."'* Without laio\\dng the trend in relative demand for dropouts, however, the 
aggregate data arc uninformative, so cstimares of the effect on native wages amount to simply 
multiplying the relative share of dropouts attributable to immigration by some estimate of the 
elasticity of substitution (Johnson, 1980; Borjas, 2003). 


According in ihe ilata in 'I’able 1, the presence of immigrants increased ihe relai ive supplv ot 
dropouts in 2000 bv about 21 percent, reduced the relative supply of high school graduates by about 5 
percent, and had no net effect on the relauve supply of people with a college degree or more. Assuming that 
the clasHdty of substitution between education gi'oups is -1.4 (l^orias, 2003; Katz and Murphv, 1992) and 
ignoring labor supply effects, the presence of immigi'ants in the U.S. labor market should have raised the 
wage premium for liigh school graduates relative to dropouts bv about 26 / 1.4= 18 log points, in the 
absence of other factors. 

^■'in the 1 980 Census, 26.3 percent of the population t^e 1 8-64 were dropouts, 39,2 percent had 
exactly 12 years oi schooling, 19 percent had some college, and 15.6 hatl a college degree or more. 

Comparing these numbers ro those in Tabic 1 there w'as a 35 percent decline in the. lug relative supply of 
dropout versus high school labor between 1980 and 2000. 
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11. Assimiladon of Immigrants 

While immigrant men in the 1970 Census earned abt>ut as much an natives, a wage gap 
opened up owr the 1970s and has persisted. Currently, immigrant men’s hourly wages are about 20 
percent lower than natives’, v'hile immigrant women’s wages are about 10 percent low'er.^' Given 
the gap in education between immigrants and natives, and the importance of education in the U.S. 
wage stTLictLirc, this is not too surprising. Moreover, the quality of ctlucation in manv of the major 
immigrant sending countries is arguably below the quality in the U.S. (Bratsberg and Terrell, 2002), 
and many immigrants have limited Knglish skills, implying that immigrant human capital is even 
lower than oliserved education would suggest, 

b'oiiowing Cliiswick (1978) there is an extensive literature on the quesdon of whether the 
immigrant-iiadve earnings gap narrows \tdtii time in the U.S. Such “earnings assimiladon” could be 
due to formal or informal training, acquisition of language skills, or a variety of other processes. 
Borjas (1985, 1995) noted that a synthetic cohort analysis like Chiswick’s will overstate earnings 
growth if more recent immigrant arrival cohorts have lower unmeasured skill characteristics than 
earlier arrivals, as seems to have been true in 1980 and 1990. Moreover, many immigrants return to 
their home country within a few years, and others move back and forth, further complicating 
inferences from cross sectional data, limited evidence from true longitudinal data (Uubotsky, 2000) 
suggests that immigrant earnings rise with rime in the U.S., though the gains (about 10-15 percent in 
die first 20 years in the U .S.) are not enough to offset die 35-40 percent immigrant-native earnings 


‘^’iTese numbers come from an analysis of March CPS claia from 1 995 lo 2002, 

^''Cortes (2()(,)4) shows ihai recent immigrant arrivals have relativek" high raies ot panicipation in 
schooling. She finds that 1975-80 immigrant arrivals show a gain in Rnglish proficiency between 1 980 and 
1990, Manning (2003, chapter 6) notes that some fracrion of life cycle earnings growth is due to aceumulatcd 
“search capital”. Immigrants may start off wdth less efficient searcdi and gradually ciitch up to natives. 
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gap at ariival. 

i'Vlthough die precise magnitude of immigrant earnings assimilation will probably be debated 
for manv years (see Dideep and Regets, 2002 for a recent anal\^is), few of the 40 percent of 
immigrants w'ho arrive in the U.S. as adults witliout a high, school credential wall ever earn as much 
as a\'cragc natives. likewise, the 22 percent of immigrants with a college degree or more Nvill earn 
more than average natives.^ Tn my opinion, a more interesting question is how well the U.S. -born 
children of immigrants arc doing. Focusing on the status of immigrants' children is important for a 
number of reasons. Second generation immigrants arc a growing fraction of the population, 
accounting for 10 percent of teenagers narionwHde.'** Nearly all of them will spend their entire lives 
in the U.S., and will pay taxes and receive income support pattnents. Thus, the success of 
immigrant children is an important component of the long run costs and benefits of immigration. 
For these and other reasons the relative success of the second generation provides a key gauge of 
the extent to which their parents assimilated into the U.S. 

Table 5 presents some simple descriptive regression models showing the relative status of 
immigrants and second generation immigrants in the 1995-2002 CPS. (I define second generation 
immigrants as people born in the U.S. with at least one foreign-born parent). The upper panel of 
the tabic shows resuirs for men, while the low'cr panel shows results for women. The first two 
columns shows models for vears of schooling and the probabiliw of working in the previous year, tit 
over the entire populadon of 2 1 -64 year olds, -wliile columns 3-6 show models for log hourly wages, 


■ Using March CPS data for 1995-2002, T estimate that immigrants with at least a college degree earn 
•about 30 percent more th.in average natives. 

^^Since 1 994, the CPS has asked individuals where their parents were born. Using March 1 995-2002 
CPS flics, I cstiiiratc that 'about 1 1 percent of people age 16-19 w'crc born in the U.S. with at least one 
immigrant parent. 
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fir to workers only. 

I .poking first at the education models, immigrants have about 1.2 - 1.4 fewer years of 
education tlien natives, standardizing for their age. (fihe raw gaps are a little smaller). On the other 
hand, second generation immigrants have 0 . 3 - 0.4 years more education than people whose parents 
were born in the U.S. (the “third and higher” generation). Among men, immigrants arc only sHghtly 
less likely to work than members of third and higher generation, while second generation men are a 
little more likely to work, .^mong women there is a larger immigrant gap in the probability of 
working (a 13.6 percent lower annual employment rate than natives) but again second generation 
women are a little more likely to work than third and higher generation natives. 

The models in columns 3 and 4 present wage models that control for age and geographic 
location, but not for educadon. ikmong men, immigrants have 18-23 percent lower wages than third 
and higher generation natives, while second generation immigrants have 4-8 percent higher wages. 
The wage gaps for second generation women are about the same as for second generation men, but 
for immigrant women the wage gap is smaller than for immigrant men, perhaps reflecting the 
relative selectivity of labor force participation among immigrant women. When controls arc added 
for education, the wage gap for immigrant men falls to about 1 1 percent while the gap for immigrant 
women falls to 7 percent The wage, gaps for second generation men and women also fall, to under 
2 percent in each case. Thus, the higher wages of second generation immigrants are largely 
explained by dieir geographic location and their higher educadon. 

The models in die final column of Table 5 add tw'o addidonal controls for black race and 
Hispanic ethnicilyt Reflecting the fact that man y immigrants are Hispanic, and that third and higher 
generation Hispanics earn a Httle less than non-Hispanics, these added controls reduce the 
immigrant wage gaps slightly, to 8 percent for men and 5 percent for women, and slightly increase 
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the wage advantage of second generation immigrants. 

The results in Table 5 suggest a couple of conclusions, hirst, immigrant workers in the IJ .S. 
labor market todav (over 90 percent of whom arrived after 1965) earn less than natives, but the 
magnitude of the v'age gaps are not enormous. After controlling for education, which explains 
about an 11 percent gap in immigrant earnings for both men and women, the gaps arc under 10 
percent — comparable to the wage gaps for blacks or native Hispanics. Second, the children of 
immigrants do well, on average, with most of their wage advantage relative to natives attributable to 
higher education. Despite the lower education of their parents, chiltlrcn born to immigrant parents 
seem to catch up and even surpass the levels of children born to U.S. natives. 

An interesdng perspeedve on tliis catch-up phenomenon is provided by examining 
differences across parental source countries (Borjas, 1993; Card Dinardo and hstes, 2000). Looldng 
in the recent CPS data, one can identify second generation men and women whose parents were 
from different countries, and compare the earnings or educational attainment of each second 
generation group against the corresponding outcomes for their parents. This idea is illustrated in 
Figures 7a and 7b, which show mean education levels for second generation younger adults (age 21- 
40) in the 1995-2002 March CPS by country of origin of their father, plotted against mean levels of 
education for fathers of children age 0-15 from the same source country in the 1980 Census. For 
reference, 1 have also shown the point representing members of the third and higher generation, and 
the estimated regression line across the 39 country of orl^n groups shown in die figures." ’ 

The figures suggest that there is a strong intergeneradtmal correlation in educadon that is 


selectee] countries oi origin wilb at least 50 obser\'’al.ions for second generation sons and 
daughters. 'I'he largest group is Mexico (4998 second generation children), Italy, Canada, Cuba, (fermany 
•and the Philippines idso have at legist 500 second generation children. The snitdlest origin grcjiips are Panama 
(54 observations), Austria (53 (tbservarions) and Israel (51 observations). 
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similar for sons and daughters. Indeed, the coefficient estimates and R-squared stadstics are nearly 
identical tt)r sons and daughters (slope=0.30 for men, standard error=0.03, R-squared=0.“7; 
slope=0.29 for women, standard error=0.03, R-squared=0.77). Interestingly, the coefficient of 0.3 
for the effect of fathers education on cither sons or daughters is almost identical to the estimates 
obtained in a micro level regression using samples of men and women from the General Social 
Survey.' ’ Thus, the intergcncrational transmission of education is about the same for families of 
immigrants as for other families in the US. In particular, there is no evidence that second generation 
immigrants’ education outcomes regress toward the mean more slowly than other children. 

Kven more interestingly, in both b'igure 7a and 7b rite fitted line for the second generation 
group over-predicts the outcomes for nadves: by 0.71 y'ears for men and by 0.77 y-ears for women. 
This means, for example, that second generadon sons whose fathers had as litde as 10.4 years of 
schooling (2.3 years below the average for native fathers) ended up ahead of their third generation 
peers. Even sons of Mexican immigrants, whose fathers had 5.5 years of schooling less than native- 
born fathers in 1980 (7.3 years versus 12.8 years for native-born fathers) ended up with 12.2 years of 
schooling, closing 80 percent of the education gap faced by their fathers. 

Finally, it is interesting to compare the results in Figures 7a and 7b with similar results from 
an earlier generation of immigrant children. Card, DiNanlo and hstes (2000) conduct a parallel 
analysis using 1970 Census data for second generation immigrants, and 1940 Census data For their 
parents. The esdmated intergeneradonal coefficients in educadon are 0.41 (standard error 0.10) for 


’’’T used the 1 972-1996 GSS. ’Ihe sample has 6667 men and 7745 women beiween ibe ages of 21 
•and 45 with observed father’s educ-aticjn. In a regression controlling for age and age-squared, the effecr of 
father’s eductirion is 0.32 for men (standard error 0.01) and 0.30 for women (standard error 0.01). 

’'The mean level of educ'<rtion of third and higher generation sons is 13.29 (14.4 for daughters), while 
the me/an level of educadon of second generation Mexican sons is 12.19 (12.41 for d'aughrexs). 
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men and 0.47 (standard error 0.08) for women. These point estimates are a litde higher than the 
ones for more recent cohorts, though relatively imprecise. If anything, however, they suggest that 
the rate of assimilation (which is 1 minus the intergcnerational correlation) is sHghtlv fash')' for more 
recent cohorts than for older ones. 

These results paint a relatively optimistic picture of the success of post-1965 unmigrants. 
Conditional on their parents’ human capital, the U.S.-born children of these immigrants have done 
remarkably well. Indeed, of the 39 largest countrv-of-origin groups, sons from 33 groups and 
daughters from 32 groups have higher average alucational attainment than the children of natives. 


ill. Conclusions 

Immigration is a major policy concern in many countries around the world. 'Two important 
questions that economic research can answer concern the impact of immigrants on the labor market 
opportunities of natives, and the relative success of immigrants in integrating into the domestic 
economy. FiConomists have strui^lcd with both questions for the past couple of decades, with 
varying degrees of success, and the lessons from the U.S. literature provide potentially valuable 
lessons to researchers in other contexts. 

On the question of immigrant competition the C.S. has a structural advantage, since there 
are many large h .S. cities, with widely varying IcA^els of immigration, and samples from the 
Decenniel Censuses can be used to develop detailed models of local labor market outcomes. New 
evidence from the 2000 Census re-confirms the main lesson of earlier studies: iMthough immigration 
has a strong effect on relative supplies of different skill groups, local labor market outcomes of low 
skilled natives are not much affected by these relarive supply shocks. Recent e\ddence on the 
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response of local Industry structure to Immigration-induced supply shocks shows that the absorption 
of unskilled immigrants talvcs place ‘within industries in high-immigrant cities, rather than between 
industries, as hnplied by simple trade models. It remains a fascinating question how firms in a given 
indnstn^ can adapt their production technology so closely to local supplies of different t3q5cs of labor 
without substantial changes in relative wages. 

As the evidence has accumulated over the past tw'O decades that local labor mtrkct 
outcomes arc only weakly correlated with immigrant densities, some analysts have argued that the 
cross-city research design is inherently compromised by intercity mobility of people, goods, and 
services. UnderKing this argument is the belief that labor marker competition posed by immigration 
has to affect native opportunities, so if we don’t find an impact, the research design flawed. 

The leading alternadve to a local labor market approach is a dme series analysis of aggregate reladve 
wages. Surprisingly, such an analysis shows that the wages of nad\^ dropouts (people with less than 
a liigh school diploma) relative to native high school graduates have remained nearly constant since 
1980, despite pressures from immigrant inflows that have increased the relative supply of dropout 
labor, and despite the rise in the wage gap between other education groups in the U.S. economy. 
While the count.crfactual is unknown, it is hard to argue that the ji^i^grcgatc tintc series evidence 
points to a negative impact of immigration unless one starts from that position a priori. 

On the question of immigrant assimilation, a major constraint in the U.S. literature has been 
the absence of true longitudinal data. Nevertheless, 1 beheve that a narrow focus on immigrant 
earnings is misplaced, hew of die 40 percent of immigrants who ct)me to the U.S. without 
completed high school education ‘will ever catch up with the average earnings of natives. Most (.)f 
their U.S. -bom children, however, ‘wtII catch up ‘wdfh the children of natives. E‘\idence on the 
intergenerational progress of immigrants’ children is now becoming available, and points to above- 
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average levels of educadonal attainment, even for children whose fadiers had much lower schooling 
than native-born fathers. The reJativeiy stttmg educational progress t)f second generation 
immigrants, together with the limited eridcnce of adverse effects on less skilled natives, suggest that 
the new* immigration may not be so bad after all 
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l ablc 1: Kducational Attainment of Natives and Immigrants in 2000 Census 


Tmrnigrants: 


Highest Education; 

M\ 

Natives 

Ml 

Tn US 

5+ Yrs. 

In US 

< 5 Yrs. 

Dropouts 

17.8 

14.7 

38.2 

37.6 

40.3 

0/Wbu± 

1-8 Years Completed Schooling 

5.3 

2.8 

21.5 

21.3 

22.2 

9-11 Years Completed Schooling 

12.6 

11.9 

16.7 

16.3 

18.1 

1 ligh School Diplonra 

37.2 

39.2 

24.0 

24.3 

23.1 

Some College (including 

22.6 

23.7 

15.5 

16.3 

12.5 

Associates Degree) 

Bachelors Degree 

14.8 

15.0 

13.2 

12.9 

14.0 

Advanced Degree 

7.7 

7.5 

9.2 

8.8 

10.1 

OflVbidj: 

Masters Degree 

5.2 

5.2 

5.4 

5.1 

6.3 

Professional Degree 

1.7 

1.6 

2.3 

2.2 

2.4 

Doctorate 

0.8 

0.7 

1.5 

1.5 

1.4 


Note: Based on tabulations of individuals age 18-64 in 2000 Census. High school diploma group 
includes people with less tlian 1 yevir of college (8 percent of tlie overall sample). 
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Table 2: Immigrant Densitie? md the Relative Fractions of Less Educated Workers, Selected (dties 1980 and 2000 



Percent 
Immigrants 
In Cit\' 

Percent Drooouts: 

Percent 

Dropouts 

In Citv 

Percent 
Immigrants 
In Citv 

Percent Drooouts: 

Percent 
Dropouts 
In Cit^' 

Among 

Immijtrants 

Among 

Natives 

Among 

ImiTujtrants 

r\mong 

Natives 

All Cities 

9.5 

38.9 

23.0 

24.3 

18.U 

37.8 

13.0 

17.7 

K ew York 

20.2 

39.6 

26.4 

29.5 

41.8 

.32.0 

17.5 

2.3.6 

E')S Angeles 

25..5 

49.2 

19.5 

27.0 

47.8 

47.2 

14.4 

30.1 

Chicago 

11.8 

44.0 

23.7 

26.1 

21.2 

37.7 

11.8 

17.3 

Philadelphia 

4.9 

31.1 

25.2 

25.5 

8.3 

21.9 

13.3 

14.0 

Detroit 

6.3 

34.3 

25.8 

26.4 

8.6 

26.2 

14.4 

15.5 

Houston 

9.4 

46.1 

2.5.1 

27.1 

26.0 

51.6 

1.5.5 

24.9 

Dallas 

.5.1 

4.3.7 

24.3 

2.5.3 

19.7 

54.2 

1.3.6 

21.6 

Washington DC 

9.6 

18.3 

16.8 

16.9 

20.6 

25.8 

9.9 

1.3.2 

Boston 

10.3 

35.6 

15.6 

17.6 

17.8 

24.0 

7.9 

10.7 

San hancisco 

17.0 

28.4 

14.3 

16.7 

36.4 

26.6 

6.9 

14.0 

Aliami 

41.1 

38.5 

23.3 

29.6 

61.2 

33.3 

18.6 

27.6 

Atlanta 

3.1 

14.8 

24.9 

24.6 

12.1 

34.0 

1.3.6 

16.1 

Pittsburgh 

2.6 

28.1 

21.5 

21.7 

2.6 

12.5 

10.4 

10.5 

Cleveland 

5.8 

34.5 

24.0 

24.6 

5.6 

19.7 

14.2 

14.5 


Note; Based on tabulations of 1980 and 200(') (!ensus public ase files. "All cities" includes 272 Standfird Metro]X)litan 
Areas m 1980 and .'^25 MetiopoHran Statistical Areas in 2000. Boundaries of some cities change beKt-een 1980 and 
2000. Samples include individuals age 18-64 only. 
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Table 3; Effects of Relative Supply on the Relative W^^es and Employment of Xative iVIale Dropouts 


Relative Outcomes of Native Male Dropouts: 
Fraction F-mployed Mean I,og 

Fast Year Hourly Wage 



OLS 

IV 

OLS 

IV 

Log Relative Supply of 

-0.013 

-0.012 

0.006 

0.010 

Dropouts vs. High School 
Graduates 

(().()()3) 

(().()()3) 

(0.()()9) 

(O.OlO) 

R-squared 

0.056 

0.035 

0.001 

0.003 


Xote: Standard errors in parentheses. All models tit to sample of 323 Metropolitan Statistical Areas 
using weighted least squares. City data arc derived from the Census public use files and 
pertain individuals age 18-64. Outcomes arc adjusted differences in employment-population 
Of mean log wages bchs'-ccn higli school dropouts and high school graduates ~ sec text, 
instrument is fraction of low education immigrants in city. 
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Table 4; Regression Models Measuring Cross-City Absorption of Txcess Dropout Workers 



KtTrrf Across All Indiislrics: 

1 ndi is tw-Sneri ti c Kxransion : 


Between 

Tndiistr)- 

Cl) 

Wifliin 

Industry' 

(2) 

Interaction 

(3) 

,3gric. 

(4) 

jApparel 
& Textiles 

(5) 

Low Skill 

Services 

(6) 

Excess Fraction of 

0.22 

0.76 

0.02 

0.02 

0.02 

0.02 

Dropout Employment 
in City 

(0.02) 

(0.02) 

(0.01) 

(0.01) 

(0.01) 

(0.01) 

R-squared 

0.37 

0.84 

0.03 

0.17 

0.24 

0.33 


Nolc: All models eshmared on sample of 150 larger MSA's, using 264 industry cells per ci^ in 
columns T3. Regressions are weighted by city size. See text for definitions of industries used 
in columns 4-6. 
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Table 5: Rducation and F.amings Gaps Between Immigrants, Second Generation, and Others 



Fit to All Individuals: 


Fit to Workers Onlv: 



A cars of 

Education 

Percent 

Working 

iVlodels tor Log Hourly \X- 
(coefficients x 100) 

■■'age 


(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

Fstimatps for Men: 

Iininigraiit 

-1.24 

-0.6 

-18..3 

-23.4 

-11.1 

-8.0 


(0.02) 

(0.2) 

(0.4) 

(0.4) 

(0.4) 

(0,4) 

Second Generation 

0.4.S 

0.8 

8.0 

3.6 

1..5 

2.3 


(0.02) 

(0.2) 

(0..3) 

(0..5) 

(0,.S) 

(0,5) 

Controls for Age 

yes 

yes 

yes 

yes 

yes 

yes 

Controls for Region/ Urban 

no 

no 

no 

yes 

yes 

yes 

(Control for Education 

no 

no 

no 

no 

yes 

yes 

Control for Racc/Echnicity' 

no 

no 

no 

no 

no 

yes 

Estimates for Women: 

Tmrnigrant 

-1.37 

-13.0 

-11.8 

-18.C 

-7.1 

-5.4 


(0.01) 

(0.2) 

(0.4) 

(0.4) 

(0.4) 

(0.4) 

Second Generation 

0.31 

0,3 

8.3 

3.0 

1.2 

1,9 


(0.02) 

(0.3) 

(0.5) 

(0.5) 

(0.5) 

(0.5) 

Controls for Age 

yes 

yes 

yes 

yes 

yes 

yes 

Controls for Region/Urban 

no 

no 

no 

yes 

yes 

yes 

Control tor Education 

no 

no 

no 

no 

yes 

yes 

(Control for Race/Ethiiicity 

no 

no 

no 

no 

no 

yes 


Notes: Standard erroi'S in parentheses. Models estimated on pooled sample of 1995-2CKj2 March Current 
Copulation Surveys. Samples include individuals age 21-64 only. 1 loudy wage is estimated from data on 
wage and salarj- earnings last rear, weeks worked last year, and usual hours per week last year. Wages are 
eensored below at ^2/hour (in 2002 dollars) arc set to ¥2 and above at ¥200 pec hour in 2002 dollars. 
Controls for Region/urban are 8 re^on dummies and dummy for hying in .Vletropolitan .Area. Control 
for education is linear tcmi m years of education. Controls for racc/cthnicity^ arc dummies for black race 
and I lispanic ethnicity. 



Figure 1: Fraction of Immigrant Dropouts and Overall Fraction of Dropouts 




Figure 2: Relative Wage of High School Grads and Dropouts vs. Fraction Low 
Education Immigrants 



Fraction of Immigrant Dropouts in Local Adult Population 










Figure 5: Contribution of Within-Industiy Component to Absorption of Dropouts 
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igure 7a: Father-Son Intergenerational Correlation in Education 
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Average Education of Fathers (1980) 
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“Dollars without Sense: Underestimating the Value of Less-Educated 
Workers” by Walter A. Ewing, Ph.D. and Benjamin Johnson of the Immigra- 
tion Policy Center, May 2007, submitted by the Honorable Zoe Lofgren 



iMMiGRA'i ioN Policy Clntlr 

ofkm immniruntm utki m Amrnca 

Policy Brief 


I>oll>rt MitboHi Sratr: 

I n<ifrmim«liiiK ibr \ alar of l.n%«r.darjilrd Worbrrt 


by Walter A F.uing. Pti D ind Benjamin Johnson* 

A frtcttt rrpitrt fhim the Htrthtfit t% *0it in a lint of Jttpty fkmtJ 

ttitumrn. >•/Wt/((i!lii^w lotsnmittt iht ofmwktr> tkxitJ 

sultfi tht iinhmni ttf knt^ they pay twkliht k\titie tf iht fmhfiK iht\ HUh:e 


Oppooenb of immigraboa tilie to 
portniv immij^jvicv espeoally leM'cducated 
imnagranti >kho ^rV in kss-tkiUed >obv is a 
dram on the U S economy Acconbni; to this 
line of tfiinLing. if the taxes paid by 
imrmgfanti do nol coser die cost of public 
secMces and benefits they receive, then 
inumcranis are dranuns the piddic treasury 
and. ostensibly, the economy aa a whoie 
lloiAOver. this Lind of umpliiittc fiscal 
anthmetic does not accuraleh ipii^ the 
impact that worLen of any skill levvi Have on 
the economy It dw is a dehumanuing 
portrayal of all worierv foreign'boen and 
nativ«-bom alike, who labor for hm in 
physically demmding jobs dial are essential to 
the economic health of the notion 

klaned Analysis and InHalrd Statistics 

A pnme example of a flavsed analysis 
using dus narrow fiscal accounting is an Apnl 
2007 report from the Heritage Foundation 
which claims lo demonstrate that ‘low-skiir 
households headed by individuals with less 
than a high-school ihploma impose a Large 
fiscal burden on the mofonty of I S 
taxpayers fhe llentage report is, for the most 
pan. aimed at the nolivc-bom. who compnse 
about twoHhirds of ail adults a^e 2^ and older 
in the I'mied Scales wiihuul a high'Schod 
diploau ' But It also is a backlunded slop at 
imnwgnnts and imnwgraiion reform in that the 


authors repeatedly warn chat any changes in 
immijpation policy whKh allow more ’'tow* 
skill immigrants*' into die country "would 
dramatically increase the future ftscal burden 
to taxpayers The Hentage report relies on 
inflated statistics «id highly ddbious 
assumptions to amve at these conclusions 
Misting from the repod is any discuuioa of 
the ht|dt demand for workers to fill less-skilled 
jobs in the li S economy, or the forces that 
create and sustsn poverty, or the pdbtic 
policies dial mi|^i actually alleviate poverty 
and raise wapes In effect the report 
di^Nuages both native-born and foreign*bom 
kyw-waipe workers for not pulling themsrives 
up by their own bootstraps 

The report's analysis begins by adding 
up how much was spent by fedwal. staie. and 
local governments on vanotts public benefits 
and programs m Fiscal Year (TT) 2d04 The 
report dien apportions a share of those 
expenses to low-skill bouseboldi based either 
on the amount that these households actually 
“cost*' (in public oMisurKe. for instance) or in 
proportion to their share of the total I' S 
population Finally, die cost of government 
expenditures presumably actnbsrtaHe to low- 
litli householdi is compared to how much 
those households pud m federal, state, and 
local taxes Bui in order to mflate the costs of 
die government services and beneftls allegedly 
received by low-skill households^ the report 


A OlVIBION or THC AMCRICAI^ iMMIORATIOhl L.AW rOUHOATtON 
•»iM)MKnrNw nrx'k • wasiimikin ik • m .'-•ri • hA.\ 

• •u immgniTHtnfitiity t»r)( 
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throws in just about everything but the kitchen 
sink. 

Immigration and Public Benefits 

As one would expect, the report 
calculates the cost of “direct benefit 
programs,” principally Social Security and 
Medicare, and “means-tested benefits” — such 
as Medicaid, the State Children’s Health 
Insurance Program (SCHIP), Temporary 
Assistance to Needy Families (TANF), 
Supplemental Security Income (SSI), and food 
stamps — that were utilized by some low-skill 
households in FY 2004. According to the 
report, the average low-skill household 
consumed $21,989 in such benefits: $10,026 
in direct benefits (including $5,81 1 for Social 
Security and $3,800 for Medicare) and 
$11,963 in means-tested benefits (including 
$6,381 for Medicaid and SCHIP, $900 for 
housing assistance, $865 for SSI, and $695 for 
food stamps).' At the same time, low-skill 
households paid an average of $9,689 each in 
federal, state, and local taxes. From the 
report’s perspective, the difference between 
the taxes paid and the direct and means-tested 
benefits received by each low-skill household, 
$12,300, IS a net “cost” that is imposed on 
other taxpayers.'^ 

The report conveniently neglects to 
mention that the vast majority of immigrants 
are not eligible to receive any of these benefits 
for many years after their arrival in the United 
States, if ever. For instance, legal permanent 
residents (LPRs) must pay into the Social 
Security and Medicare systems for 
approximately 10 years before they are 
eligible to receive benefits when they retire. 
LPRs can not receive SSI, which is available 
only to U.S. citizens, and are not eligible for 
means-tested public benefits until 5 years after 
receiving their green cards. ^ The 12 million 
undocumented immigrants in the United 
States, who comprise nearly one-third of all 
immigrants in the country,"^ are not eligible for 
any kind of public benefits — ever. Even if 
undocumented immigrants were to receive 


legal status under one of the legislative 
proposals currently under discussion in 
Congress, they would not be eligible for green 
cards for 8 years and would then have to wait 
5 years more before becoming eligible for 
public benefits. Attributing tens of thousands 
of dollars per year in public benefits to low- 
income immigrant households is therefore 
highly misleading. 

Questionable Accounting 

The authors of the Heritage report are 
not content to vilify low-income families for 
sometimes needing public assistance in order 
to keep their heads above water, The report 
also adds up the shares of even more 
government expenditures that are allegedly 
attributable to low-skill households: public 
primary, secondary, post-secondary, and 
vocational education; budgetary outlays for 
roads, parks, sewers, and food safety and 
health inspections; military spending and 
government expenditures for veterans 
programs, international affairs, and scientific 
research; and even interest payments on 
government debt. As a result of this creative 
accounting, the Heritage report concludes that 
the average low-skill household received up to 
$33,395 more in government benefits and 
services than it paid in taxes in FY 2004.^ 

This kind of analysis reflects a 
fundamental misunderstanding of the nature of 
many government expenditures. The report 
dismisses the notion that some government 
spending truly represents a “social 
investment” that can not be counted as a cost 
attributable to any particular group of people.^ 
However, investments in public infrastructure, 
public health, and public education are 
necessary to maintain the strength and 
competitiveness of the U.S. economy and U.S, 
workforce as a whole, to the benefit of all. 
Moreover, children whose educations are 
counted in the Heritage report as “costs” 
attributable to thei r parents grow up to become 
tax-paying adults who often earn higher 
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incomes than their parents. This is especially 
true among the children of immigrants. 

The report also attributes to low- 
income households the cost of political 
decisions over which they have no control. For 
instance, in the Heritage report’s accounting, 
low-income households are responsible for a 
share of the hundreds of billions of dollars 
appropriated for the war in Iraq. They also are 
responsible for a portion of the interest 
payments on the national debt stemming from 
the enactment in recent years of tax cuts for 
corporations and wealthy individuals. From 
the report’s perspective, even immigrants who 
have just arrived in the United States are 
presumably saddled with some of these costs 
the minute their feet touch the ground. 
Assigning costs such as these to low-income 
families in general, and low-income 
immigrant families in particular, is dubious to 
say the least. 

Missing the Big Picture 

Creative accounting aside, the 
simplistic “fiscal distribution analysis”^ on 
which the Heritage report is based does not 
come close to accurately gauging the impact 
of any group on the U.S. economy as a whole. 
A comparison of the taxes that people pay and 
the public benefits and services they consume 
at a particular point in time does not measure 
the larger economic impact that they have 
through their consumer purchasing power and 


entrepreneurship, both of which create new 
jobs. Nor does it account for the upward 
economic mobility that many low-income 
families experience from generation to 
generation, particularly immigrant families. It 
is for these reasons that, according to Gerald 
D. Jaynes, Professor of Economics and 
African American Studies at Yale University, 
“analyses that purport to measure the benefits 
of immigration by comparing taxes paid by 
immigrants to the cost of public serv'ices they 
consume are egregiously incompetent and 
misleading.’’”^ 

Consider, for instance, the substantial 
econoinic contributions of Hispanics that have 
nothing to do with their tax payments. Among 
Hispanics age 25 and older, 41 percent lack a 
high-school diploma and 58 percent are 
foreign-born.^^ Yet, according to the Selig 
Center for Economic Growth at the University 
of Georgia, Hispanic bnying power totaled 
$798 billion in 2006 and is expected to 
increase to $1.2 trillion by 2011 [Figure 1}.”^ 
Moreover, the U.S. Census Bureau estimates 
that in 2002, 1.6 million Hispanic-owned 
firms provided jobs to 1.5 million employees, 
had receipts of $222 billion, and generated 
payroll of $36.7 billion.”' These hundreds of 
billions of dollars in purchasing power and 
entrepreneurship are enormous contributions 
to the U.S. economy that are not captured in 
the simple arithmetic of a taxes-paid vs. 
benefits-received model. 
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tmning'* Moreovct. }hett Mill be tbotf 25 
miUion job openings (new jobs plus job 
turwMeei for Moriers widi a higMchool 
diploma or lets edocasion during diis penod. 
amounting to 4$ percent of all job openmgs * 

At the same time that die US 
ec o nomy continues to produce lesniilled 
jobSs. the fiaiive*bom labor Ibrce ts steadily 
groMmg older and bencr educated The 
Bureau of Labor Statistics predicts that the 
labor force age 55 and over will grow by an 
asetage of 4 1 percent per year fram 2IXM to 
2014, compared to a growdi rale of 0 3 percent 
per year among worken age 25 to 54 
Mocker, the share of natis«>bom adults age 
25 and older with less than a hi^S'School 
diplofna dropped from about 23 percent in 
1990 to II percent in 2006 " Despite die 
demographic challenges posed by these trends, 
the Heritage report offers no suggcsliofks as to 
how die growing number of less'^tlled jobs 
could be filled in the absence of immigrant 
workers without somehow persuading native* 
bom workers with higher levels of education 


to forgo higher-i4ill«d jobs in favor of work as 
busboys and janitors 

The Heritage repon also overlooks the 
fact dial many higherHOOome workers would 
not be earning hi|d*(* mcomes tf not for the 
labor of their lower-wege counterparts 
Workess widi ihnierenl leveb of education and 
different dull sets complement. rMher than 
compete with, each other m die Labor market 
|jess*slulled workers incrense the produettvsty, 
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workers ^* In adihtion. die repon fails to 
Kcount for the value that ts added to the 
economy' aa a whole by die industnes in which 
les»*skillcd workers tend to be empfoyod For 
itiaiance. according to eatimates by the 
Department of Commerce. nonduraUeiioods 
mtttufaciunng (textiles;, apparel, etc ) added 
S6S5 5 billion to the U S Gross Domestic 
Product (GOP) m 200b, constmcixin added 
$647 9 bilhon. accommodation and food 
services contributed $349 9 billion, and 
aipiculturc and related industnes added $ 1 22 4 
billioa LFigitfe2} 
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Immigration Innuendo 

To the extent that the Heritage report 
mentions immigration at all, it is to raise the 
specter of immigration reform unleashing a 
flood of low-wage immigrants into the U.S. 
labor market and dramatically increasing the 
fiscal burden of U.S. taxpayers. The authors 
support this grim scenario by citing another 
Heritage report from May 2006 that presented 
inflated estimates of the increase in legal 
immigration that allegedly would result if the 
Senate’s “Comprehensive immigration 
Reform Act of 2006” (S. 2611) were to 
become law, The 2006 report claimed that the 
bill would allow anywhere from 66 million to 
217 million new immigrants into the United 
States over the next 20 years. The 
outlandishness of these projections is evident 
in the fact that the estimate of 2 1 7 million is 
70 million more than the combined 
populations of Mexico, Belize, Guatemala, 
Honduras, El Salvador, Nicaragua, Costa 
Rica, and Panama. The 2006 report arrived 
at these estimates largely through statistical 
slight of hand in which many categories of 
immigrants were double counted.^'’ 

In adding up the fiscal “costs” of 
immigrants, both Heritage reports overlook 
that immigrants are, on average, less costly 
than the native-born on a number of budgetary 
fronts. For instance, immigrants are less likely 
to receive public benefits such as TANF, 
Medicaid, and SCHIP. A report from the 
Center on Budget and Policy Priorities found 
that the “percentage of low-income noncitizen 
children who participate in Medicaid or 
SCHIP fell from 28.6 percent in 1996 to 24.8 
percent in 2001.” Similarly, “participation by 
noncitizens in the Food Stamp Program 
declined 64 percent between 1996 and 
2000.”^’ Immigrants also are less likely to 
utilize hospital emergency rooms. A report 
by the University of California-Los Angeles 
and the Mexican government found that under 
10 percent of recent Mexican immigrants 
(legal and undocumented) who had been in the 
United States for fewer than ten years reported 


using an emergency room in 2000, compared 
to 20 percent of native-born whites and 
Mexican Americans. And immigrants are 
less likely to be m prison at taxpayer expense. 
Among men age 18-39 (who comprise the vast 
majority of the prison population), 0.7 percent 
of the foreign-born were behind bars in 2000, 
compared to 3.5 percent of the native-born,'*’ 

The Heritage report also fails to 
consider the fiscal costs imposed on U.S. 
taxpayers by many presumably “high-skill" 
individuals with higher educations. As the 
accounting frauds and tax scandals perpetrated 
in recent years by executives at corporations 
like Enron, WorldCom, and Adelphia 
Communications illustrate, very wealthy, 
educated people often exact enormous costs 
on the U.S. economy and society. Moreover, 
many wealthy individuals pay relatively little 
in taxes as a result of loopholes in the tax 
code. And tens of billions in workers’ tax 
dollars flow to corporations every year 
through government subsidies, bailouts, and 
other forms of “corporate welfare.” 

Conclusion 

The conclusions of the Heritage report 
notwithstanding, workers who earn low wages 
are not to blame for the fact that the United 
States still produces less-skilled jobs, or does 
not have wage and labor laws sufficient to 
keep all workers above the poverty line, or 
does not have a public-education system that 
prevents students from falling through the 
cracks before earning a high-school diploma. 
Yet the authors of the Heritage report seem to 
suggest that all workers who have not finished 
high school, be they native- or foreign-born, 
are nothing more than a drag on the U.S. 
economy. But a person’s value, economic or 
otherwise, cannot be measured or predicted by 
his or her level of formal education. There are 
many examples of less-educated workers who 
have defied all expectations and contributed 
enormously to our economy and society. 
Notable examples include self-made 
billionaires David Murdoch and Kirk 
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Kerkohan, businessmen Ray Kroc and Dave 
Thomas (the founders of McDonald’s and 
Wendy’s, respectively), and newscaster Peter 
Jennings — all of whom were high-school 
dropouts. 

Tn a telling statement, the authors of 
the Heritage report maintain that, “to make the 
average low-skill household fiscally neutral 
(taxes paid equaling immediate benefits 
received plus interest on government debt), it 
would be necessary to eliminate Social 
Security, Medicare, all 60 means-tested aid 
programs and cut the cost of public education 
in half’’’' They do not even consider options 


like implementing progressive reforms to the 
tax code, or raising the minimum wage, or 
investing more in public education and 
community development programs to lower 
drop-out rates. Rather, the authors of the 
Heritage report seem to view U.S. workers 
without a high-school diploma as dead weight 
that should, ideally, be cut loose. This kind of 
perspective is callously inhumane, is insulting 
to the millions of native-born and foreign-bom 
workers who fill less-skilled but economically 
important jobs, and reflects a basic 
misunderstanding of the relationship between 
immigration and the U.S. economy. 


May 2007 

* Benjamin Johnson is Director of the Immigration Policy Center (IPC) and Walter Ewing is an 
IPC Research Associate. 

Copyright 2007 by the American Immigration Law Foundation. 
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ESSAY g 


The State of Civil Rights 


by Theodore M. Shaw, J,p. 

T he status of Aftlcan Americans, more than any other group in the 
United States, has been defined and impacted by law. Although 
the days of Jim Crow, sanctioned by law, are long gone, black 
Americans, by experience, continue to look to the law for protection 
against discriminatory treatment and for the elusive ideal of equal justice. 
The Slate qf Black America S006 Report defined the state of clvU rights as 
“most precarious.”! sadly, a year later, the state of civil rights is as precar- 
ious as ever. 

Stiprams Court Shift 

In 2005, with the retirement of Associate Justice Sandra Day O’Connor 
and the death of Chief Justice William Rehnquist, African Americans joined 
the rest of the nation in anticipating the replacements for the new vacan- 
cies, Appellate Judge John Roberts was first nominated to replace Justice 
O’Connor, but upon the death of his mentor, Chief Justice William 
Rehnquist, Judge Roberts was nominated to fill the Court’s top seat 
President Bush then nominated White House Counsel Harriet Mieis to the 
O’Connor seat, but her nomination provoked strong opposition among con- 
servatives and she quickly withdrew. Third Circuit Court of Appeals Judge 
Samuel Alito was then nominated for Justice O’Connor’s seat 
Judge Roberts' nomination was opposed by virtually every civil rights 
organizarions representing African Americans based on his long record of 
opposing the Voting Rights Act and other civil rights remedies. 
Nevertheless, Judge Roberts was confirmed by the Senate as Chief Justice 
of the United States by a 78-ffi vote on September 29, 2006. 

Judge Alito was also opposed by leading civil rights organizations based 
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on his extensive recori as an appellate court judge in civil rights 
Itiied as Associate Justice of the United States Supreme ^rt on 

ui 7AnfibvaB8-l2vote. Supreme Court observers and practiuon 

" Of CMet Justice Boberte m. Associat^usrt.e 

IliZustves the court even further into the conservative camp. WluJe *e 

the center- or “erring vote“-<.{ the Court. For example, Justice 0 C^or 
Justices John Paul Stevens and David Souter, Steph^ W 
L Ruth Bader Ginsberg, to uphold the University of Mid^ 
action plan in 2003.= The new Chief Justice ami Justice 
vote with the conservative wing of the Court, thereby guaran 
row majority and shifting the balance. 

With the ascension of these new justices to the upreme ’ 

diat the united States has entered into a period of nme m which rti^^ 
standing role of the law as a force for continued progress by Afhcan 

,Ait\cri.cdz\s h3s ch&ngfid. 

Sohoai Desagregatloii Revialtsd ^ 

While school desegregation appears to many Americans ro 
issue, it is under threat today. TWo cases that could significantly 

school integration efforts were ar^ed in the U.S. Supreme Court m 
December of 2006. These cases are important not Just on thejr ■ 

but also because of their pOtentiulreacteTlie days of rmmdato^^^ 

tton- bom as a result of Brown u- Boanl ofEd^aiion^ ' 

Z Si^reme Court has not only made it easier for sch^ " ^ 
Teir voluntary school desegregation efforts, it has allowed school dmmcte 
to r^segregate under -neighbortiood school' assessment plans. 

in the case currenUy pending in the Supreme ^ 

Lonlsville, Kentucky and in Seattle. Washington ^ J 

“ rrdore::n::rri^ ^ - 

Lreaserl^ce. 

ag^ir^t each district alleging that the considerauon of 

„etit in iW attempt to maintein integrated schoois-^onsututes 

racial discrimination- 
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The ideological imderpiriungs of the Seattle and LouisviUe cases are the 
same aS recent decisions by the U.S. Supreme Court upholding the limited 
use of race by colleges and univerBities seeking diversity in student enroll- 
ment. However, as in these previous cases, those challenging the desegre- 
gatlon/diveisity efforts contend that any consideration of race for a non- 
remedial purpose is unconstitutional or otherwise illegal Thus, all voluntary 
and conscious eUoits to address racial inequality — scholarships, mentoring, 
outreach, and other programs targeted at African Americans are in the 
crosshairs. Plainly stated, programs that encourage more blacks to pursue 
PhD’s, mathematics and science degrees, that create “pipelines" into coipo- 
rale America, that COimter crises among black men or create scholarships 
programs (public and private) for black students, or otherwise help blacks 
overcome our long history of inequality rooted in the legacy of slaveiy and 
Jim Crow segregation, will be illegai if our adversaries prevail 

While the Supreme Court’s affirmative action decisions should not be up 
for reconsideration in the Louisville and Seattle cases, affirmative action 
foes nonetheless hope that this case will help to erode and eventually lead 
to their reveisal. 

Meanwhile, they do not await Supreme Court action. In Michigan, 
Proposition 2, a ballot initiative parroting California’s Proposition 209, 
which banned affirmative action in education, employment and contracting, 
passed in November 2006. As a result, the victory in the Orutter case no 
longer has any force in Michigan, the very state in which it arose. Ward 
Conneriy, the African-American business man who promoted Proposition 
209, joined with Jennifer Grata, a plaintiff in the University of Michigan 
cases, to act as the public face of Proposition 2. Voters were told that the 
proposition requires “color-blindness'* and prohibits discrimination, a seduc- 
tively idealistic message. However, the truth is that the measure’s sole pur- 
pose was to ban affirmative action programs that have provided opportuni- 
ties for African-Ameiicans and other people of color, and women, Conneriy 
has vowed » take the anti-affirmative action ballot initiative across the 
country.* 

’These measures — and those who support them — ignore the plain fact that 
massive segregation and educational inequality persist. As we watch the 
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federal courts abandon their protection of school desegregation eflbrts, we 
continue to face the challenge of how to improve the quaUty of education for 
African American students, the vast majority of whom attend public schools. 
Facial re^gregation and concentrations of poverty make this task consid- 
erably more difficult. Although escape hatches in the form of vouchers and 
charter schools are available for a relative few, we remain challenged to 
reform public school education for the many. 

The No Child Left Behind Act, the centerpiece of the Bush 
Administration's education policy, is due to be reauthoriaed in 2006 and, 
thus, looms large in the poBtlcal debate. The outcome of the reauthorization 
effort could have a substantial impact on black children particularly and 
educational equaUty in general. Ironically, while the Justice Department’s 
office of Civil Rights claims to oppose race^ionsdous measures, the No 
Child Left Behind Act itself is the very essence of race-conscious legislation; 
it requires the collection of disaggregated data by race to measure student 
peiformonce on standardized tests. 

Voting Rights 

In August of 2006, President Bush signed the Fannie Lou Hamer. Bosa 
Parks, and Coretta Scott Kng Voting Rights Act Reauthorization and 
Amendments Act, which renewed the expiring provisions of the Voting 
Rights Act. These provisions included Section 6, which required certain 
jurisdictions with a history of discrimination and low minority voter partic- 
ipation to seek approval for changes in electoral processes either from the 
Justice Department or from the federal district court in Washington, D.C. 
The law has been a powerful deterrent to schemes to dilute minority voting 
strength. Section 203 of the Act, which provided for language assistance in 
designated Jurisdictions, was also renewed, as were provisions providing for 
election monitore. The reauthorization also included two legislative fixes for 
Supreme Court decisions that had limited the Voting Bights Act’s effective- 
ness. For example, the Supreme Court had ruled in JSeno v. Bossier Parish 

School Board^ that a school board election plan thai made It virtually impos- 
sible for black voters to elect their preferred candidates to a school board 
that never had black representation did not violate Section 5 because it was 
not retrogressive, in other words the Court appeared to say, “If you never 
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had anything, and the electoral plan was rigged to make sure you never get 
anything, you ate not worse oil than you were before.” The amended Act 
makes clear that Section 5 of the Voting Rights Act was intended to protect 
against attempts to keep minority votera from gaining strength. The second 
legislative fuc addressed Georgia v. Asherqft, a Supreme Court case that 
weakened Section 6. ' The Voting Rights Act has been called “the crown 
jewel of dvll rights litigation’, and its extension was nominally supported by 
the Republicans and Democrats. Media coverage, for the most part, treated 
extension as a fait a/scompli. Behind the scenes, however, there were 
intense battles over the language of the Act that went to the core question of 
its constitutionality and effectiveness. The battle over the 2006 extension of 
the Voting Rights Act was fought below the surface while media and most 
elected offldalB predicted smooth satiing. Right up to the moment the Act 
was Signed into law, there were attempts to drop time bombs into the leg- 
islative history that would explode during postrenactment titigatioiir Those 
attenmts were thwarted and the legislative history presents a strong and 
overwhelming case for re-authorizaUon. The Act was signed into law and 
extended for an additional twenty-five years. Not surprisingly, however, the 
newly-enactedi law was attacked almost immediately. In a lawsuit filed 
against a small municipal utOity district in the Austin, Texas area, plmntiffis 
challenged the constitutionality of the newly extended Act, claiming that it 
is an unwarranted and intrusion into local governmental aflairs by the fed- 
eral government. Black and Latino voters, represented by the NAACP Legal 
Defense Fund, the Mexican American Legal Defense and Educational Fund 
(MALDEFT, the Lawyers Committee for CSvfl Rights Under Law, American 
Civil Liberties Union (ACLU), League of United Latin American Citizens 
(LULAC) among others, have intervened to defend the Act 

Housing 

Housing segregation remains a halimark of American life, with black 
Americans the most highly, segregated group, even adjusting for economic 
status,^ Housing strongly defines other opportunities — the schools our chil- 
dren attend, the jobs we seek and hold, where we vote, the economic condi- 
tions in which we live, etc. As the between the wealthy and the poor 
continues to widen in the United States, affordable housing is becoming 
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more difficult to tod. Fair Housing Act enforcement, while 
dent to address the growing crisis of the unavailability of affordable hous- 
ing, is an indispensable tool in the quest to improve the Me conditions o 
African Americans. 

Criminal Juitlea 

Perhaps in no other area are the statistics and the conditions of Mack 

AnrericararnorecornpellitWtharimthcarermMcriminaljustice. Ancordmg 

to the 2007 National Urban League EquaUty hidex, African Americans are 
seven times more likely to be imprisoned as whites. One in 8 black males in 
their twenties is incarcerated on any ^en day. » These condinons are sim- 
pW not sustainable without serious cost to the society at large. As due as 
current conditions are, they could get worse: according to the Sentencing 
Project, it current trends continue, one of every three black males bom 
today will b« imprisoned at some point in their lifetime. 

The collateral effects of the massive incarceration of African Amencsn 
men and women are devastating to their Uves, and to the hves of ttt«r fanu- 
ues and communities. For example, a felony conviction can bar an individ- 
ual from pubUc housing, federal education loan programs, employment, and 
from exercrsmg the right to vote. In short, those who am convicted of a 
felony experience what Columbia Univemity Professor Manning Maiable 
has called “civic death'“. 

Legislators are loathe to change drug laws for fear of being portrayed as 

soft on druge and crime. We remain tirmpedm a criminal justice system a 

struggles to overcome an apparently insatiable wpohte for illegal on 
the part of a significant part of the population, regardless of race, with law 
enforcement concentrating its effbrts .hsproportianately on bla^ an 
brown commtuuties m a manner that defines its lelationshrp with these 

communities. 

WhUe tensions between law enforcement officials and the black commu- 
nlties they patrol have exiated for decades, the “War on Drugs" that has 
resulted m the explosion in mcarceration during the last quarter of a centu- 
jy has come to largelly define their relationship. 

Too Often, this W has transfonned all of the people of those commuiu- 
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Ues into suspects, sojnetlmes with deadly results. In some communities it 
has resulted in excessive stops and frisk programs that have engendered 
widespread resentment of law enforcement among many black men and 
women, and in the disproportionate arrest and conviction of young black 
people for minor drug violations, usually marijuana, for which white users 
are being neither arrested nor prosecuted. 

In poor black and brown communities, drug transactions tend to take 
in pubUc graces. In mote affluent and white communities, drug trans- 
actions transpire in private spaces, e.g. in the home or at the work place. 
Law enforcement officials seeking results in the “War on Drugs" patrol the 
spaces in black and brown communities with a mentality and approach that 
diflers ftom law enforcement in white, middle class or affluent communi- 
ties. It is Ukely, if not probable, that it Is this difference that accounts, at 
least in part, for the repeated instances in black coinmunitifis across the 
nation, in which black people, often unarmed, and sometimes entirely inno- 
cent of any crime, ate beaten or shot, often with fatal results. 

For example, in 2006, an elderly black woman, 92 years old, in Atlanta 
Georgia, was shot to death in her home when she used a gun to protect her- 
self from a police team that forcefully invaded her in a drug raid on the 
wrong location." In New York City, undercover poUce investigating prosti- 
tution and drugs at a Queens' nightclub fetally shot an unarmed young black 
man on his wedding day and wounded two of his acquaintances.^ Such ma- 
dents rarely, if ever, occur in white coitununiliesr 

These incidences often involve white law enforcement officers and black 
victims - but not exclusively. Whatever the race of law enforcement officers 
serving in black and brown communities, they serve in police forces whose 
lelstionship with the communities which they work is defined in large part 
by the “War on Drugs.” The job is thherently dangerous, ttaining is some- 
times inadequate, and Ihe threat of deadly force is always moment away. 
“Wars" are violent, whether foreign or domestic. 

Even where deadly force is not at issue, the “War on Drugs" invites oppor- 
tunities for destructive interactions between law enforcement and black 
communities, The infamous Tulia. Tfexas drug sting a few years ago was an 
Thera, fresh with federal funds for the “War on Drugs’, state and 
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essay 9 

v, vh itsulted in tiie arrest of 10^ 

local officials set up a dn« stai« w booties tiaf- 

popolation of Tulia’s ‘>1^'' “ sentences of one year’s piobaHon to 

ncWng- ConvlcU^andpleJ 

434year’smcaxcem<ton one undercover poUce officer 

convictions rested solely on NAACP Legal 

later demonstrated to be racist an co eventually 

defense 

able to -win the release of tnose ioc»* 

crimes they did not commto blacK 

Felon disfranchisement to ^ on^aonities from which they 

Americans with ^ ^rtcans are not penmttod to vote 

come. Between 4.5 and 5 Million 2 Million African 

beca^ of of Columbia pemons incarcerated 

Americans. In 48 stat^ and ^ p^,e 

for felonies , Colony conviction can result in loss of 

are ineligible to vote. In 14 states 

....*« «. ;» ^ - 

V. C dlaftanchiscment laws. 11^ U’S- 

lenged New YorK States ie> ^ ^^th all of its judges 

Appeals for the S«=o^“ ^ tt^e), ruled in a narrowly 

hearing the case i^t^ <,iaftanchisement law could not be chal- 

Uivided opinion that N ^ FarrakJian «- 

langed under the ^blch the Court found compelling 

State’s felon disfranchh^^ And in 

I^nrltiitot^ongmidproti^™-^ 

The effects of felon disfranchisement on black and h ^ ^ 

are widespread, if in which they are repre- 

i::S^r«ycome.‘‘ conseaumitly. rural, urgelywhite 
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areas with penal institutions in th^ midst, get the benefit of a larger popu- 
lation count in the foim of increased representation, even though those 
incarcerated (disproportionately and often overwhelmingly are black and 
brown) cannot vote. These communities aiso get the benefit of increased 
federal funding in programs that use a population formula based upon cen- 
sus figures. Ckmsequently, the communicates torn which those who are 
incarcerated come, lose voting strength, poUtical representation and federal 
doUara*^^ 

Conoluftlon 

Law continues to define the status of Afilcan Americans in the United 
States in a powerful feshlon. However, the law is shifting from an instru- 
ment of social change to a tool for obstruction and impediment The state 
of civil rights in 2007 is indeed precarious. But it is not too late. More now 
than ever, we must do everything possible to ensure that the rights of 
African-Americans are protected. This Is the least that we owe to those who 
stood up when standing up wasn*t easy. 
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counted in way that increase the poUticHi and economic empowerment of heavily white 
communities, even though they cannot vote. 
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Section 703 of HR 750, “Recruitment of American Workers in the Save Amer- 
ica Comprehensive Immigration Act of 2007” submitted by the Honorable 
Sheila Jackson Lee 

82 

1 of this Act, the Seeretaiy of Labor shall submit to the 

2 (ioiif^ress a report des(;ribing the results of th(^ study and 

3 the Secretary’s recoimneiidatioiis liased oti the study. 

4 SEC. 703. RECRUITMENT OF AMERICAN WORKERS. 

5 Section 214 is amended — 

6 (1) by redesigriating subsections (m) (as added 

7 by seiition 105 of Publii; Law 106-313), (n) (as 

8 added by section 107(e) of Public Law 106-386), 

9 (o) (as added by seetiou 1513(c) of Public Law 106- 

10 386), (o) (as added by section 1102(b) of the Legal 

1 1 Immigratiou Family Equity Act), and (p) (as added 

12 by section 1503(b) of the Legal Iminigration Family 

13 Equity Act) as subsections (n), (o), (p), (q), and (r), 

1 4 respectively; and 

15 (2) by adding at the end the following: 

16 “(s)(l) No petition to accord emplojuneut status 

17 undci' the iioiiimmigrant elassificatioiis described in sce- 

18 tioiis 101(a)(15)(E)(iii) and (II) shall be granted in the 

19 absence of an affidartt fi'oin the petitioner des(‘rtbing the 

20 efforts that were made to reemit an alien lawfully admit- 

21 ted for permanent residence or a citizen of the United 

22 States before rcsoiting to a petition to obtain a foreign 

23 employee. The recraitmeut efforts must have included sub- 

24 stantial attempts to find employees in minority (•oiniriii- 

25 nities. Recruitment efforts in niiiiortty communities should 
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1 include at least one of the following, if appi'opriate for the 

2 emplowient being advertised: 

3 “(A) Advertise the availability of the job oppoi- 

4 tunity for which the employer is seeking a worker in 

5 local newspapers in the laboi' market that is likely 

6 to be patronized by a potential worker for at least 

7 5 eonaeentive days. 

8 “(B) Undertake efforts to advertise the avail- 

9 ability of the job opportunity for which the employer 

10 is seeking a worker' tln-ough advertisements in public 

1 1 transportation systems. 

12 “((.() To the extent permitted by local hws and 

13 regulations, engage in reemitment activities in sec- 

14 ondaiy schools, recreation centers, community cen- 

15 tors, and other places throughout the communities 

16 within 50 miles of the job site that serve minorities. 

17 “(2)(A) The Sccrctaiy of Homeland Security shall 

18 impose a 10 percent surcharge on all fees collected for pe- 

19 titions to accord employment status and shall use these 

20 funds to establish an emplo^auent training program wliieh 

21 will include unemployed wwkers in the United States who 

22 need to be trained oi' I'ctraincd. The purpose of this pro- 

23 gTani shall be to increase the number of lawful permanent 

24 residents and citizens of the United States who are avail- 

25 able for eniplojunent in the occupations that are the sub- 
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1 jeots of sucih petitions. At least 50 percent of the funds 

2 o'enerated bj* this pnudsion must be used to train Amer- 

3 lean workers in niral and iiuicr-city areas. 

4 “(11) The Seeretaiy of Homeland Security" shall re- 

5 serve and make available to the Scoi'etaiy of Laboi' a poi- 

6 tion of the funds coilected under tliis paragi-apli. Such 

7 funils shall be used by the Seeretaiy of Labor to establish 

8 ail ‘Office to Presei-ve American Jobs’ wdtluii the Depart- 

9 merit of Tjabor. The piu-jinse of this office shall be to estab- 

10 lish policies intended to cnsui'c that employci'S in the 

1 1 United States will hii-e available woi'kers in the United 

12 States before resorting to foreign labor, giving substantial 

13 emphasis to hiring minority workers in the United 

14 States.”. 

15 TITLE VIII— FAIRNESS IN 

16 REMOVAL PROCEEDINGS 

1 7 SEC. 801. RIGHT TO COUNSEL. 

18 Section 292 (8 U.S.O. 1362) is amended by striking 

19 the matter after the section designation and inserting the 

20 following: “In any bond, custody, detention, or removal 

21 proceedings before the Attoi-ney General and in any appeal 

22 proceedings bcfoie the Attorney Gcnci'al from any such 

23 proceedings, the person concerned shall have the privilege 

24 of being represented (at no exjrense to the government) 

25 by such counsel, authorized to practice in such pro- 
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“The Impact of New Immigrants on Young Native-Born Workers, 2000-2005” 
BY Andrew Sum, Paul Harrington, and Ishwar Khatiwada of the Center 
FOE Immigration Studies, September 2006, submitted by the Honorable 
Elton Gallegly 
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The Impact of New Immigrants on 
Young Native-Born Workers, 2000-2005 

By Andrew Swn. Paii Hamngton. and lanwar Khaawada 
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Table I. Ctwrges In tie Number at Employed F^tsons 
16 and Older by Gender and NatMty Status. 2000-2005; 
tinted Stales (ei tOOOs, annual averages) 
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Table 2. Changes in Emplayment in fie timed 
Stales, 2000-2005. 1^ Age Group and Nativity 
Status (nianbere are annual averages a 1000$) 
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min cm ikr liman m At lumm mar Ar rmva 5d-jm naiad. Amni^ ntmaaL dir adwMunini of |A4rai mder- 
ymt J emand ha At Caaiam IVi^ulaiinn S in wy (CPS) ham ymng naantn for laaam tanai^ hmak i i iw n iy ann 
•an anifli^intm ntm nanM narfr m Hit MUtaAnni ftmah |tb dAnr Adm- 

Aimm^ frnuln. dn mciA m if luimarii tim f h^ nana Am A) piccam. ^araL iwaH^ 90 pafcam 
haan iiimltf. Vhilr At ittt of dn 
jMif Mnaa4«m and cnjMnktd 
MUM^BM tmA fafubumi hat 
uimand at Aoui thr aama rait at 
malmdir mnahea nhe mr mpti ya J 
hat dnJined diatpla. Sandbr a» hnd- 
mp fnr Ant mair omnanpatai. dn 
E/P ram A natiardann tmidr xatn 
ml rmf adnln M lamndniMy 
mar dn Ian Ac ftsn. acrnumifif 
Ar A A dw Achm m if luimint 
annf ^***9 nama'lwnn Amain- 
If nanm-hmii nan and ff 'idwli 
AnuAa had htan AA pa nwintwi 
Afar a f A anwm ma m dn earn 
Awfl at fhr All a irf A fintnt ftar of 
2U(i(k Am dn nm^ «At *arr rni' 
flii^ in 2P09 mndd ha»a mataatd 
hy I JI2 fluIlKm. 

TW drcbm m if biimini 
IraaA mtatig iianta Aim itani and 
p f nddat impko Ail r fhi y an 
haaa mnwd m Acmauaa Miunaa <d 


Table 4. Corriptnsons ol the Hypoiheicil incrMse In the 
Number ol Employed Nabve-eoin Workers Agesl6-34 In 
200S vMIh tie Number o( New Immigrani Workers Aiges16-34 
Over the 2000-2006 Time PMod, Total and by Gender 
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tofciA rrprmM a tfif puamoal 
mmn cd ndnaaiint ennWn bn 
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An fpl)t n dn Ama ct nm im- 
naiptnri to dn Uamd Aatn mac* 
3000. Ur numhnsidnmAr. 
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of dM hum md ywum fob Mbit chM 

km Im 6*« Mn w««ld l« etumrucMl 

U iMtter bwwi tetm fiJ ywi*t fciuk* < »i#fa il m >4* *— 
bctd hf KUfM mmm 0 um vi fhr mmt «pr. VWr mbt 
HMW tehrs Nl dbr osniptllMul cc^paMM vt cmplny- 
arat nti^ «aii» b i rw w t mw t-Kan md bw^pi-bnm 
wurbm, dm pain InU W tlm* puMp mr qurtr mmtm P 
ImI* m *11 ncrapMCKMi iimidufMMal* WU m Urpr rrum- 


d mnss K»cn mif tir v* Thn* 
r prnpwnm t4 tkr 
I vluln ihM lui 


4m mtmk mf nnAf ppi m aA v>mf^ friwlr. md 
■mI* immipaon diybnm A«w fMMiMl w»Am frsfii 
tf^rnwBi. hUwac bmm wuftm wr ■ lawti ln»' 
hh^ arfiitinier Inf <f fcipin nfco Imv niMif firwif ma- 
■«r-keMi tfiM and y^mn% nddm. N«i«*-fewm olAtf w«i 
m k««* illffrfinf imk «f wnA ctpeiMcr. nfmtMlnm 
of Iwuf* aJ mmI* d mmk. md mt pmd m mimdmddy 


m « pn »wl M^cttcy Mnap Uln« auflui Miipo »• m 
mum ^m. m • rvwili uf hbia anbn md wip ftnibdify'. 
ihffv «f (rm lab daplarOMU c#r«i cd mmnpicwo mi 
naUvr^Mf* laMbcn. c4Jkt a udm in had up time 


md Wad auAn 4« ndlR f i y lt i ynmM dnlim* m a mull 
W Mua^pmt laha* adUnn.* fthruyiplw tncmli nad 
in Boann. dapp. lua Ai^prlM. Nna Y«d Off, md adm 
latpr M aM a liMwaatiwMihaa mm tmrocaladlimpa ai g 


MHwt Off tm^^ d* mitm» d a (htranmiad bjr htfli p w ifi^ 


Ow wWI «ipNi 4m U«x Aaplawm nH ff> 
fre* id mm^paftNi la K« lav m pfiuida «d Ml •mpbip 

BMW. mkrnn |iib uppMlufUDn «r daailiHf md atuncf 
Ittn mr kt^ ntdi aa dr l«r I990i m dr UMfd Statra 
a laa f iptiym i nt mar a«y ihr Narad a n way W*d naaa 


ftmnt pump mtmm^mrn ma k rti atr mack tliaff adna* 
fairs Inr pung nattar-laan aerhm sianp a w d tu da 


net. ta maar ilarb Idar aarlM msuMunmca. uich m 4m 
iD05- jU04 pmnli laa ifmW avU rspaci dtf a flat m dr 
d taaavM Bbnr raadd pnrraa d^laraana 
i mp a cn am wmam baa maWsi. npacad^ anu a^ g dnr 


Impacts of New Immigrants 
on Young Adutt Employment 

Mutf miArs <d dr mimana «d waaapitum an 

BMiM Wan mdets Imw tninad •« and mmmd 
ortunp MBpatia rahrt dm rtnpiajiairal uitpacte. TIatt 


m mam da a rt ccanproiasn Ita rvalaMr pda wall amly 
a w w d mmm^mm wiaim. aich as auaii, nansr’laira 
adda wid laM4 fcamd adailng, rspacuAf idua m 
tmmrd cmn> 

T« tnt abrdrt dr udlui of arw muntgpMH anift- 
maawdr 2aoi^2nn>praad had m adutw iffwt m dr 
rt n pl i iymia r prwprcii «# 
dr iMiaais paog aduhi 
(1IW24 pafs oldl. w* ra 
onaMtd a wfics af nwlo- 
•mate waiiaiaal mphrp- 
mrtit aatdrd h*r pang 
fdiihiii imiudaiya ranaWr 
nparwan^ thr ntiim 
aw d nrwr amn^pma in- 
Bwaa infn dr bhw fiavr 
d dr amr in whach dr 
pMAig add Madid a dr 
nmr d da iuni Aaa«v 
cm Omununny fc awy 
IACS>.‘ TW ffrlam ain 

id dwtr nna mmmpmm 
lahw (act tdktm swad 
i|unr (■oadrtdiy acma 
aala Wrar ar t 2 D 00 and 
20Q3 l TW aw d daw 
unmiipaAi uidars isngNi 
arwa da lOscaas and dr 


TaHe 5. The Eumated Imped Qt s One Pweentage-Poim kicrMM 

I) the Stale Labor Force Due to New Immtgration Sinoe 2000 on the 
Preitcied ProbabWy ot Eir|)lo)iTtier)l Among 16-24 Ybar OWs In 2003 
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DtWHt mi CrAiWlbM frUB ■ luw *4 J ftfttW b* > hl^ af br«A dMft 

S3 fiKcfii. «iA a pcrafit. CT***!* r***<M( adukk 

TW i€p n Utm safiaMr ui this MutnvanAtr «aii»- TW aiaflihin ttir paMic wr macm data 

•cd anM Mi ifca ctnplwnfiait •catiM of a 1^24 iht 2DM ACS attumd ua t» uydalc aw «* ^ 

iiipuwliw m Ak tame a# dia lOOS ACS. TW aacuNr mi iiwyaitt af am ww n y a iK vmIm «Ajm m laaaa aa dit 
afalwa ifw a aitahla thai amli oatW aakir iwir tf iW an^pAiyaaM gatAw Mi iM af wry aWW iitinai 

faa^naifW Mi taiffciani (aillii* yan-amr a* Ml aunr> «W (tmtmauag trim UIm Mrlaa pwhimii nf aams an4 
mi iW vdbr if n«n if WAW Mi aac wiptiypf m iW yaodt to iWw aatijr 20i ihrii^iia 2004. m wlnuid 16- 
■mr if iW ACS. TW q|M-'Hawf aJi ptvficM rat i aH ii SO frw iMi tm mm nuSfWL TWw anv itoMaMPM fW 
WiWfad iW gmfrt. agf, att-admm pm/f^ and afiica- i | y inimaw ty IkjOOO juuili to itoi f^mf m iW ACS 
•anal ananunrm af dw mfnndrfN. iW aniin|da]nn*«H p iAW in* Am. ^ nl w )ll<A0Ck ar Marly ttl prnvM. 
rata af dw taaaa m aWrIi W/dw rwidid at iW wnr <f rW mt« fwadid id m dto mm af tW ACS «yrwy i 
wravy m SOOS. and ihr wi M na w» <f warn mih^im b- aoMiylnMfk'* 

bnr ndb na wia dw toaai nncr juou. VV nomaiid dww TW drpandmt wiuMr m dww row irh ia dm tm 

ffinflriyimfM pnfaMr? iM d rh Kir all 1A-24 yvar alda and ytoyMrM mmm of dw tnynndriM ai rlw anw of dw tuntf 
fcraaarwryMfyadit nawdiy. frtidrr wd adiMlifi^ and TWm afAiyad r n y u ftdrniv wr h adin^ pmwM nadi a jot* 
adwwt mruHirMi n dn yinf t.* TW ftndny m TaMr S dto kw WMfuranly dnaiii 4m iw vaamum. naaiWr nbMd 
|daydw«wimai«iafacMyarwntagr piMaMoearaintW Cactnrt. cat. aarv <adad aa a*!* and S tdnn aa *U* In 
iiai»laWa<eawdM«BnrwifwnyanwnitodwpndiaKWp iWw madab. m MMnd ha a wide array if dRnmrapW 
if c t mib yit— I a m m g yri t a^adAn. andlaMdrmroowWdt^MadiaiwMc^dwwWulcnMd- 

^ iW <Mtrv aanfAr «f 11^24 for idik* a acw nwan waMi Md aducar n ni d ata ato nwnt af iW rcayandmia. 
pcMrtila^-pMtnl aamaaaaa m itw $amu Idtoa Knv dnr to Uw uMafif4t««aW rata ai iW italr to ■Will dwy Wad. 
nrw Mn r n u riH iin nodd haa? bwnad dw f^^d■^lrd wo- and dw nbitw nar af ww imtrnyant wct a a widiwi mmm 
fhiyiiwiir raar af nwli ywwdi by 1*^ pmnunpr pwnta. TW 2000.** 

•mmaiad Hn|Mt w* hig^ MMiiraUy nCtoWanr (OOI). TWwia|pntoMiiw«laliafyMnfad<di«Mfbip- 

Wr a waai anih a rwnan lar^ indin if iww muM^wWi <a nwnr raw* mam ai— awd Aw all 14- JO yaar nidi and fer a 
dwar iwnmcnpr-fiwM riar m dw ovdwi btow Knew if dw awray af pmiaa. racr. and aiWnl mmlrMni wdi y iwya. 
natal, dw paididakiy af iMplnyiiwni nrww^ iA-24 yam Eanmam af dw w ry a n if am wnm^paM mllitoa on dw 
i44i to dial aoar aaiwld ha«r daduwd W • i>d«mnaMl iil p to Wtodiy «f iiwplayi iwn i af yutmg aduW art dtaflayad 
paanrtway prnnto to Td4a A. 

TW cawnaud anifacto if nm toatoaprant mnWra fW dw rnnrr ptmf ai IIW20 yam nUs iW pacw 

MB iW ttofAiymmi fain ^ lb- 24 yaar oUi «m apftm anaa af nm Matopranaa to Ana ataavt nuttf ma bad a 
amaadf dw taiw ha dw iMOM-lwn aa ibry antr ha 
ai l<W24 ytaa oUt. bur aa atyctird war rmwtdrr i' ' 

aMy laapra for nwn dun far Mnwn l -U pmmi TaM 6. TTlt EsUTTUMd Impttd Ol hlSW kHT^ 

^ pMai Wr MM vmwi *.» fcantwnpr pnrwa bw sUfukme IfdVinto in nn Itui PmhnhdHw rf 


dun iiw wnnwn waib aniu pwra-tomndny wbinl 
mp." TW indtng «f Ur^ admw ampkiyiTwm 
itnitocai Wr rMn ibtn bw wuanm n rww wwfwwM p 
grton tW twbamly durr if rww imrrnywii 
■Mtfwn tbn wm nam (4A pmani). Largrr adwtw 
mifarti b« bn rdwe a wd wniWn wm da» iiyi n 


amrWri adu bderd a la^ aabawl dpbMa and 
dw Malwf nttonul bWw nurWa ha bw^ucarrd 
Miru hiww wurWtt dtowy thta nnar perwd. TW 
Mwlta M Tahb W Wwh faimJr MWnanim anifni' 
cal mdracr dial iW racMW toiua if rww wniiw- 
prana nuibm baa anHltrd to bb ktoca b« many 
ndprnwy* if yoatr^ adulta M tW lutowi. ofstoaly 
to dww nain (baa wnriiwirr Wamly tmfiartrd by 
MW umw^ani bWw. MaW, to-adtoal ymitK baa- 
rdwaaad wwhan. and black maba apprar to baw 


Tato 6. TW EstrniM ln|M oi KIm iTOTignnl 
Worker MIows In Stales on i>« ProbsMity ol 
Employmeni ol 16-20 War OUs m 2004 
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^(MfkGHU. MfM« m ^ Uw- 

Un>«4 4m( thrf «>tn hr ifhipid. A tsdr p(fcmr.^^fotni 
MkMMr in thr «hMr of Hr* im— |r«— » M iht *unr '» M«fi- 
fem «hI frdurr iht pnitwhAny of rw fi i y mrn i of yvuftf 

franf wuihm «rr nryji^r ani ««fanacj|lr lyuhrant tm 
odl tul^puup <4 jnufK adwte in T44r 4s anJ wr n|iMlh 
Uffr IW buih mm and •■mm,'* km arv mwli larp» 
lor m-adwl tmnh ihm im ymh <24 far- 

cm QA pnrmil. Thr «ur ad 4 k oacAciml ww Imi^ck 
Ut Maci mm, nifd^KH <kai thry arr ilir imm admirh 
dkiril hf nm nmy mftmn. 


New Immigrant Workers’ 

Impact on the Job Market 

Thr m* a inwunnr lafkiyiinin. nfiroJh arm an ilr- 
Hal «nMhaff«. mat ihr pan drradr hm hrm acamymmd hf 
a nmnhrf fdMfufuni chanpaaihricnn.'NftadctBplay- 
am lalwirmhtpi a UA UKk matirai. Rrcm^vamhaar 
tarn dir fiTfartli a iiiMraAur laflmniini >«4atimKi|n 
and fhr mr ad mdrprndmi ninmfcmii and «dl>4k(4md» 
WMahm." Thnr nrvlf Iwwd warkm da m pemi 4 k 
m4 paffrA ad 4 k hnm din turr 4 h» md ihry (ypicalh 
ar not pad tm p U ym hanriha aurfi — haaMl inm rant r md 
pnwn hmadai or mw rad hy 4 k Uni mpliiy mini Inmr- 
aarr. tnvhm nmpanaaiiiKi. m Smaal Sa cmi ii l y m — . 

Thrar chinp rn i m fl i aa m t artatiraihipe aw nnt 

drKiitpmrmi m dw heal ImL Inn akii «hrf* ap ui iIk 
U fpr di Wr wrxaa hrmcti itnpliymim rhanpn wparrad 
ha ihr nm namMial mmeya aa^ K 4 k U,&. Binrau ad Ij* 
bur a aaiahiar imaihlf rafharmmi. 4 k Cawm 

Cnpkymrai Sumno Snrvrr (CU> perratt cuTMT and ihr 


Cuftm ^pwliain Smmy tCPS) hnuKhrld arary'^HK 
CES p na t H i a a mmtd? cviai ad K^fr md i4afy payndi 
faha hum a aaanihK aamplr ad aham ItCUOin hnurairt 
and MmL mr. and hnal ywrnmwm aapmaaiteim cv*- 
atim 40(ixn> indnidod rKaWwIimfnti dial partiiipalr m 
ihr umpliiymiiil Manfamr ayuma. Thr C& • ramad- 
md ha many imwiimai md femmad milyalB «a hr 4k 
pr im ary amicr ad data m Kyp and idny p*<*>4i and 
dachnr in thr namm and nnnnp natra and ia a pmaory 
tnfac 4 dnrmiiiKi and andrm m 8LS' namhly flyfej 
nm timanm man rrlmar. ndneh n tndriy cuaerad hy 
iJk natiMul nK4n. Onr of thr imm nnpiinmi uara 4 4k 
CIS dao m ihr ninmai lr«4 la aa mfmm 4k pdv p nw 
aiinc prrdKmanai nf ihr r cu ni K n y <Mar 4r n n mr ad 4k 
hmmcaacydr. 

A araMid amra 4 mhirmnim m immddy rm* 
pkiymm trmda ai ihr nammaJ and acim Imh n 4r ind- 
tf^ ad 4 k TIk CK la a amary id apprinuitaiahr 
dCMXn ImKKhfdh «ia4mK4 mh rnmih hy ihr Cmnn 
Bmam fm 4k US, lurm ad Lahm StamiOL UnlAr 4 k 
C£S. •hath momm «ndy ihrmnnhcr ad pmmr and puhhe 
fiainal payatdl pdm 4 k Cfi piw««dm a imKr u K oparhm- 
m» entint 4 ihr numhn ad imph^id pemmt 16 and 
oMn each momh. Thr CPS imph^nirnt tmm mrinlra 
IM only naKhm m amAanaul ottpr and a4ary paha, Ian 
dan KTKhm Munodr ihr acapr 4 the pawidi amfdiymm 
mrar y. mdiidM|( opKuhural mifhm, 4 k ard i mpl n yad. 
mdrpandmi nmanenm, anpaid fn iid y mKhrav and kkm 
* mdrr 4 k taHr* ar *idr-4ia hoafa* amahrra.'' Thr CPS 
mntf canmi mh l■pl 7 Tit prnm an^ mkv. nyrdlm 
ad thr nmnhf* ad M** hoTAr hdda m tin nmr ad lhrna^ 
ary, nhak patMia hutAn^ mdnpir nap md aalarv |ahi 
mihrCKutiiadfniicrmthrCCS. IhniKnraiy.dKCWand 
CIS impliymma mcannra haw traefard mk miihn Utdf 
ml. Hanrm dmaa^ 4 k paK *ar yam* 4mmda4ilr daf- 


TaUe 7 . Non-AgnculuraWi9R and Salary Emptoymeni Changes ki the 
UiMed Stales. 16 Ouerlets tram liw Trough at tie Laei Sa Recessions 
(stasonaly adlusted. n mWons) 
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At n«Mi WM ptutt ihM mrtmfJ bf dir iMr- 
IbdM Trp•r«■)^ fi«rMU if tiywnBi lr*rf» m dw m ' 

iMtt fTM* MpAy duttfig tkr MfH «4pn «/ wroxty from 
m ttv^omtc fKOHtM. fttMag Cnm OmmsMt huducl 
(CDP) M fcw i i i Ar A»Md fur lAot by neyAvycn «A» 
Am tdd MMirr wurhai In Aar yyr i ilk On Ar ymad 
frum thr arty t%0> tbni^ 2000, tbv iwnati apmm«4 

mOMu mnfi mt4 obry rmptoTOMi Imb wrrmwd by 
1 1 .7 pnow dwf (hr Am Amt yon rtf rmnavy Ar Anr 
A* foM rvcnoMi y mw A. Thr nm mf arm yA a i—wi 
f wd Amm « tnr of 73 prrcvm Awfn Ar rviy mi^ af 
r w mty Ann Ar IVWi' 1991 w r iHMiin m « lA prrnfw nv 
n Ar Mnmr «npr Mid obry if b>ymini Imb Anng 
Ar wrar i y Amh ihr m-rMinri «f 1974- TV 

Htomr. (hr rw id yth ^mhiIi Ammu Ar hnr 
Amt ynn */ mimry turn Ar Kinain rd Mtl h« hna 
■hA Aovt Am At Amiihc f«cr td ruunnai «»’ 
fdnymnii g/tmth in r w rrry frnrA. DfMr rabuM imc* 
of ghnnh in ml CM gyavA mi ta pa — i 

m4 a Mob nuAr* kaom. Ar mmiu taar W nrw prynH 
rmplnymrni ^oA m« fuM 2-9 p mm r hnwrrn 20UI Q4 
«n| tC)09 Q4. nb OM nf ar* yA €tm»imm •*• faal 
•• raly oar-MA af ibr bhrariai ri if i Mr af ar* 


tfr prraMa wAi artr napliT^id. ir carding M Ar CPS. 
roar M («ict Am p«r. imivaMi^ by 444 f> oibin (TaHt 
f). UnlAr Ar if bfrai rifiMiiiaai td Ar 191 Kb and 


p at ad Am <d hiia rln l d i f Aiy iamc Ar twmM a iwr y 
a Aaradmard by a nr* paUcrn «d pA gnMib 

Om Ar rnanr 2000 b» 2009 pnad, Ar naniiv 
W Ar rrbtinadiy I n Min Ar raafAfynann y n * A cMi* 
matra af Ar ta* u*irya has Aatifrd riAc^y Brnwra 
2000 rad 2009. maft mi aabry rmph it nwiw barb, aa 
faranirid by Ar CE5. aar by uoJy t A7B Mdiwai ar 1 3 
prarrni ahib dw CP9 bund thM ihr iuniArr «f rmphyad 
*afcrr« innvavd by iA7l nw^ni ovr dir aainr y ni j 
ad nnir (TAb 91. On mi aaaaal anmyi baM. a* bad dur 
rmptiycri m mtammi by Ar CE5 kaant* cMAhA* 
■MM HM«ry iHfitaard fhM 151 .719 omUimi inf 2000 
iM 1 55.4b) bmIIm by 2U09. mi mscs* mi nnoygncAiMd 
prriaO tobaiduidy lATfadboa. A oinifM. dir Anar- 
hrid sMiary fwiad Am (hr a*nAiT of aurlnn^r^r pmona 
crnfbiyrd Ml Ar namin tmraatd bum l)b9M imJIiimimi 
I 4lb06 Hdbnn. a tmaf 4A72 nalliiMi mm thr 2000 in 
2009 pannd. a ddlnrmr id araty Am mdbm. 

Tbr CPS hraAild airf ■■■rad a rbr m 
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iSl Estatishmert PaiffoiSutvey (quarterly ave« 9 es.nunte(s in miions) 
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due wMf I i by dw CfS du JSQd 200) pwbw i ilut M«m waiwyiaw Mr iO«hm IJ ■■■> mtf* bkriy m 

At «e mm> 4 «MfMc. fhr C?$ tnd du CE5 uu tumndiM wrekMdvMMit e^ulnirdwdiMifmdunMr ikt m- 
didtrmi tmp WiyMwt MMcifCk TW CPS ttuludw a/ftad urrWa. 

Mtl i»ufbm.(hr trlfnapStyrd. t n d f pail rtM c r — r t rt » w » TWcMinutod didi*i w tywid h» tl rwydjytae 

«RpMd fuady uccbctK «d tPinc *S dw bcwla «a*bm mw$ thr Imt 6w yon suf^nM diM (hu ucM »m M < 
wbdr du CCS don ont. m*^ lautwr of ata^ ati^nmini i^piwtamtirt far arw 

Vr hrvr adfiNisd dr Cl'S nnybiytnmi diu m Cadadiy ^^vbard urew fmfttymrm 

m*ir tkmah fa tfu CCS un *i yin i n> or uipli d atdm hum ebr CPS aatk hnhrr aa fcn ti thr dCt i tm bi r— a 
to sdcMM a ffM*» dtmt riMfortom hmtrea du CCS mtd itw CCS rmpltototm y u atfa mmmv and ibr CCS {sdi 
CE5 mranian id ii^liiyiimn ckmor «wr At JOM to y nd nninaar enrr dw powd. rawng dw nar <d dr |pp 
JtM/f prm d .** Our ina adpuimmi «na •• rulwdr t/p- m w up bai inu w ^toib bixn J^VM nuAun m S4AN ■■}- 
cullwral tnrbm fttw thr CPS hanadiaU atarry miyiiy • TW CCS raontor nf nm aaufWymrnt y sw u b rhra 
■MW tvufii tine* dr CCS mrMurri •■% rt ny biy— w in to 2.0) nmr% ih« iii— Mid ftwn dw CCS payndt awwy 
dw iw ny t t a d n aal axiwf rf dw naownt m utiw y fTddr r»wMt«nly2.7»iwto>wWn<yKuhwalatopb > iiw>iwMito 
lOb Afin «wlwdui( ypaodoMtl wrbm. mtofirm rm- rhadrdn dw CCS molt. 

pbtynwM at i iu a iu^ by dw CPS nwrry i mu tord miwr Mwch af dw iwv ywyrul |ad owto f diM ac> 

oifttohraidy •• by 4.076 wlWin Wiwrao 20CO and 200) <tatod m dw nauiia tnrt ^ 20011 iw 200) pmid waa 
-•wdwaMosdwicwpbiywmiamito^^pwidMalwMim ii w a— Mil in dw y n i F— iw i tactot A t w w 60 pmrtw 
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troMd byr IJ4j iidfciii. TW. ibr CPS at 

fbmnrm rmoMir »«t n»irty itoacd » dMi uf 

Arces. 

hndinp frnM lbrC£S^ hMmt. frrcd 9ttf imM 
mcMaan M pm«lr ircla* jad rfnfdoWMt HI 
dv ruimn owt ihr p«at iw yam. Tbr C£5 S*u^ Am nna- 
Cam. ftrmg *gtta» iiaiadl inrrr— d by paH 

A69;aU0 iota otm pmt dwr wan. la (oaftaa, thr CPS 
kHariwy aa iry naaaatd ilua tW nia dhr i «rf p iaaa<«»- 
ytuyfd HI am fina. fvmar wctnr ^da tncwa wd 
aaB wm . TIm CFS mtirntatt af hmI'Iww, yriaan Mcta* 
■ ■l l l J H ll^lmwh^»al^ai«»aa«l J0D5aa»—w 
dua 1^ ibam Imcm dim Aaf tai^nd by da waadi- 
ly CXS wiaUb^Hwat tanay. H w aa i immyif (fnpbiy- 
■taf H hnvtly nmriaif i atd in thr yrmir am- a^irallMd 
avaxodAf aantHi'sIdatf marbu White ibcm dan ^air- 
•m u/^ nAiwMMn wtiebm mt re n y ti yril w ym«r ir«|r 
mi atiry bia. lb fcrutu *4 uttttt 
MMagnaa nyuri dm dwy aadi fat 
m U Bphf H m (be pi t i Mt a mim a 
aadni. 

CVn ihr yaa dvr yearn 
dH crlaasaMliiy heeaeen tbr CPS 
Hii CES emamn at ewfbiyineni 
y ii m b mea hn tlamed draaam- 
caSy. lamad at i d aeraa ig da yai- 
Men af §Uhumau§f mm p*ya4i tab 
gnmih cM^aead aa lacwam m ibe 
auiaher at i— yjiyei peeama ftam 
dM CPS fvnabnf w die 
lyyCb. dbe mu diymae «bu aait 
iiMKi freed Haab byhet famh m 
raiybiymrM twramad by thr CPS 
eebiavr le ibe iba* i^taeth nynerid 
by the CCS. Wr dw hne eadyard 
dw fctmnaihiy hetaeea dv CPS md 
CES rmaiam ad tab puwib M the 
Hate Imd am thr taa Ser taan. Oih 
S ndtnp meal dui dim aan that 
had ta^ mcarma m thr amber af 
ri ap tnytd iiiiiip|i am am aim th*ar 
•ran aeth thr hrym pfa m e ia pliy- 
■ml p«mh wtimim h i taa m ibr 
Ucd Aim Unrtnplayaaai Sutwm 
<LAUSt prw^Mii aiMi the <aaM of 
pda ham the aanr CCS tarvey. The 
LAUS pMpam a a aatimed yt w g u m 
mad by tcMn w ammm ^ mMMlily 

aaadanla. 

PiH namplc. thr Sadiap ta 
Tddr 11 mad tbal. ahdr Ar man- 


hrr 4d rmybryvd tradcan in the auir «d Tesa* toaraaed 
by 75i.<XD hnarm IQOD and IDnS.iutaifayMK rmybiy- 
mrai Irvdi m the tuar a a ie a ad by Itai dm half of ihtr 
itfiiaia. nap^by pat J0l;ani>««ar datanie hvrym pv' 
Had. Ai thr aaar taae. tha amber of nra aurbnm laa- 
tnppmn m thr nm w af e a wd by mnrr tbaa S>I.O(IX da 
•romd tapa uwfaw m thr natim. A Inab at tbr lap- 
30 naan rtnlad by iW aar ad tbr CES-CPS nufbiynant 
pamb rawab a (baly aim| aamratim hetaam da 
aar af thr ptf ad tbr mr af tW inesam m the a aab er 
adnm n tam p aiii laif l u ytd m mb aair. The mnrlatwai 
hieawn da CESCPS mifbiiiaatir pp ad piiath ■ ma- 
fbped MnmpMm h ptaar h||h- Wr wnroai* a cMfrlaam 
mrdaamd.^ h mawnthr dm b a eaarrddad iff rtea K e 
HI If fciynant (hanp hmma ibr teas hba mraaim aid 
the rhifip tn thr aaiabre af r«ifd*<yad aMapaw ■ eaib 
«aaa mat the lOOO aa 2095 pm^ 


TaUe 12. Compuiscins cl Changes ti CES Payrcl 
Empktynisnt and Houaeiiold Survey Based Eslimaies 
ol Non-Agncultural Emplaymeni at the Slate Level and 


Change in Employment Levels Among Immigrants by Stale. 
2000 to 2006 (amial averages, numbers in thousands) 
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IW aim lisdMci taifi; IS 
•i #MM MW MaiifraM ••f4m «m i 
dM foiMat fywJ b •fdra rf Iqwi. laMrtd. ihr^ Mr 

bctfif htrrd m mdrfcoAnM OHNtrctiM tt crtfkuh idF 
^ tMeln md haa||tMd M udL E««d«kr fraM «alHf 4 jU 

wwrtww diM « li^ elwr nrw (mm^paMik 


m *MKk’ rt uwM i f. * In 2003 and )0M. tmif ww iNni 
al MW «4if4fvn{ Mnni^sUi w pww d hnoK o i t»m4 17 • 
ImMi winrui fda m wMfc end frmt itun «m m fiw 
ar p Mwd dui dwr mtt s n wiid bf « p MHiwi fiM m nw r fc. 


Vr find ihji fh« un|i(rcrd«fuird fap hrmwtrn dw 
IwnwlMld tod pnndl nirwr^' Monum «d rmfd j yn w t 
gy m A «mr dtr pmt firw It y onui dy dw ttaidl «# 
MMUMNOnd nnr ctngln^incM ^wadi m MidrfwodrM 
MW t wM T and df-«lM4wa|a ^afia. Fiif lii|in M manjr tm- 
tfM. npoeaafir cooMracMk ItwAw «p»m mad mdr, nf- 
Img cksniii^ nad hMiir and bt^aaafaf^ an IiMW A aa wrd 
at in ga i r a n bcanrlndfc wfam iiarng jidi piwdi tin* hat 
hatai fr pi rt td m nam ytm%. *n i nti a an gly 
■nth tn tihr adrtnty %4 dw tt il w aaiwiii mllua *4 nrw 1 ^ 
lf(d wimurntit mm thr Unntd Smm nnrt 2U0Di Man; 
«d thaw ndtt atr fiUad hf illa^ iiwnwp tni t wiwi tainw mi 


rdwcaaad Mwkan finan Mmn* and CmmI Ammrn rhr 
dtiRHOani nnifica* *4 ittrfil «n»ihrrt. «nl)r dtHit 15 frnraM 
arfnwitd any hnhh maMtnet rt M tigr fittwo dntf ctofhw 
CTK Whtfi Mfiwpliiyrd. fitwrt dtaw 10 pr mn t trp»wi hrtng 
ONfMad bfr MiiaHiplw;— I imurant* t a nrfitn 

Thr itiiyLyMiM growth gtft htrw ttn dw (75 
and ihr Ct$ at dw naoiwd Iml wm lywatwtnr « naiiwr 
taid ifRidr M parttculat ctatan of Mwhen. TWtatr ad thr 
rmyl wwwtit grt*wth gap fiw thr gatmunrtw tactiw ad thr 
Unw BWfhrt nat ifuttr wmA C mm ii mi wim wat n mw g ihr 
Inal wnpwtant wamm% of |eha im i rn fkt r d nrw mm- 
grttM and acota in irinmnatni |aha n lar gdy ranfinad 
M fcamal nngr and tdarv gMWMnia. hiw dbgd w u r haa t 
hn«* dhr np p cw wm ty ni fiatd mwIi mi antat gutmaMi aw> 
gMNMnAtn. Stnn htrwy gannwath drarrunrat* hmn dw 
fnitiMatl ww of •df-thr-hwda wnth fi*r ntiy pmmtnmt 
giwiwmt. Tlw tnmpaftnwh tmaM rtnpkymiM grtnadi 
gap K twam dw hnnA ild and gayrul mnry fiwdwg(N< 
criMiwfii atenw apfwan aa hr thr fntdi ad inaraatog uar uf 
WMihrr* aa indffwwdcM umndtanathg www ttaw t^ltcal 
g t wwiwtwfit ^grtwWn a tammon praciwr Mi wam iwh at 
MaatathuMm. 

In pwitint. dw CES data meal htdr pwwdi In 
dhr MWan't non-Carm pa nt W’ wta w wap and lalary pda 
owr thr paal fi«r ram Thrtr pantMaa atv «waa in «4hh 
dw cnamhrltmng nwiwiip ad ii i y fa tt j j^hiwiaaiw wwrh. 
Thry air charaAmard hy a fiwtnal s in phi yti ragAiaTr ar' 
Ini ifiihy tmh at that d diMd ■ thr Snctal Sannwy An. 
IndfadL a halhnarii td fiirntd paytnfi pha n thr aunwnanr 
payanl drdunnwn madr hw if hiyai w w nn hwtnwtt nt thr 
Old A 0 . SiMwrat, DiaMny. and Hrahh InwitTr trww 
hand. Vn. nt rrwnraai m thr ray daw prraw arciiw «fr 
«d mimy kh ^rah m Murrd hy dw CES. dw (75 
arrala MO-Citm. pmair tnd aakn ^mtth that wn» 
ISttmrahi^ 


ptriong IrtO watting fi« f ad a nwahrr ad p m t n oal nO' 
pirpm n» cotM hy and path thrin wf* far a day a tnwh. 

InrarMo^ ahr ntttwi t rfdtptrt tarot iohr«p- 
rTMpgawnndt of thr Irgal fraowirak 1 ^ hia drfinrd Uil 
IAm maihcw tUM« dw Nrw OaaL Eapamnifl «f aanmet 
itnpdjtaMni. a^-thr-ha w ln wurhm, tnd Mach lihar mat- 
Im tn an wwtranng iwadM ud rarnnnittinri draa^ma 
thr fiatnwi hat owant that a ^owtng Iraititn of w t whrw 
•aw prnndr thru labw enMwdr ad ihr hwnitnarntal wmhrr 
a had pimnadt tahrn hw ^ant- 


thr paw 70 yarn. Titrw changra in lahar frlaiMndnpa ahn 
haw ndw e a d raata of untraMnatv hwawad thr dura ad 

nwana. paid raanraa, and panann* and haw droratrd 
nwaiwa. Sanal SrcMtty. and Mwhm' 


TW y itat ng uifiimr «d iHrgtl-annf MM wtwtwn 
haanradrard w a hMlintmt d lat ihd 1 ntn m thr nnnw't 
lahar lawa and lahar Mtndardt aa thr dira aohant of dhgal 


r nfiwu BWiM Imb cd bane Idwa tttndiadi ao 
tmi hy (rdani and nan idfinah hacn ha*ih pnltlwal par- 


Kadi hiwdn ttaiMMy and hdifd and naia iaiwr bwa, dww 
•ww fiwwn ad Mwk otganuattan wtB owtuntr an g pwa tn 
thr h«nr. Hm pan fiwmd rrlamnnhipt hrtwam nawhm 
and ii wp layaaa w^ nwnmiw aa in wt wt tndmnntf dw 
iiniwpdifiMiw iiMwatwr ntd tmil miniiy lyin n n and 
bane w a whir p w er e naM that haw rwdwd in thr nannn 
ara ihr Ian raMuty. Thar adwrtr <^n an i tnphyrt- 
narfc cr atlaanndiifn haw m hr ahra aw* aciwma hi any 
hmcdhcuia nlodwi id dw tmpatta ad nrw imtifauiMi. 
Adwetna ad pwttwuthrr pr a y m m haw hren drarhu in 
addmntig dww hay a 
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Executive Summary 


Each year, families and individuals pay taxes to the government and receive hack a wide variety of services and 
benelits. Wdien the benefits and sendees received by one group exceed the taxes paid, a distributional deficit 
occurs, and other groujis must pay ior the sendees and benefits of the group in deficit. Each year, government is 
involved in a large-scale transler of resources between different social groups. 

Ibis paper provides a fiscal disiribuiion analysis of households headed by [.versons vviiboui a high school diploma. 
The report refers to these households as "low-skiU households.” The analysis measures the Lotal benefits and services 
received b)' these households compared to lotal taxes paid. The difference betwx'cn benefits received and taxes paid rep- 
resents the total resources transferred by government on behalf of this group from the rest of society. 

The size and cost of government are lar larger than many people imagine . In fiscal year (FY^ 2004. tederal, state, 
and local expenditures combined amounted to $3.75 trillion. One way to grasp the size of government more readily 
is to calculate average expenditures per household. In 2004, there were some 115 million households (multi-person 
families and single persons living atone) in the U.S. Government s]iendmg thus averaged $.32,706 per household 
across the U.S. population. 

Goi^emment expenditures can be divided into six categories. The first four, which can be tenned “immediate 
benefits and services,” are: 

• Direct benefits, which include Sixial Security, Medicare, and a few' smaller transfer programs; 

• Means-lesled benefits, including cash, food, housing, social services, and medical care for pour and 
near ]ioor indmduais; 

• Public educational services, which include the governmental cost of primary, secondary, vocational, 
and post-secondar)’ education; 

• Population-based services, which are government sendees made available to a general community 
including police and fire protection, highways, sewers, food safety inspection, and parks. 

Two additional spending categories are; 

• Interest and odier financial obligations resulting from prior government activity, including interest 
payments on government debt and other expenditures relating to the cost of government serv'ices pro- 
vided in earlier years; and 

• Pure public goods, w'hich include national defense, international affairs and scientific research, and 
some emdronmental expenditures. 

On average, low-skill households receive more government benefits and services than do other households. In 
FY 2004. low' -skill households received $32, 1 38 per household in immediate benefits and sei\'ices (direct benefits, 
means-tested benelits, educariitn, and ixipulation-based services). If ]iublic gotxis and the cost of interest and other 
financial obligations are added, total benefits rose to $43,084 per low'-skill household. In general, kwv-skill house- 
holds received about S 10,000 more in government benefits than did the average U.S. household, largely because of 
the higher level of rneans-iesied welfare benefits received by low-skill househnlds. 

In cemtrast, low-skill households pay less in taxes than do other households. On average, low-skill households 
paid only $9,689 in taxes in FY 2004. Thus, low’-sldll households received at least three dollars in immediate benelits 
and services for each dollar in taxes paid. If the costs of public goods and past financial obligations are added, ihe 
ratio rises to tour to one. 

Stnkingly, lo-w-skill households in FY 2004 had average earnings of $20,564 per household. Thus, the $32, 138 
per household in government immediate benefits and services received by these households not only exceeded their 
taxes paid, but also subsiamially exceeded their average household earned income. 

A households net fiscal deficit equals the cost of benefits and services reexhved minus taxes paid. It the costs oi 
direct and means-tested benefits, education, and population-based services alone are counted, the average low-skill 
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household had a fiscal deficii of $22,449 (expenditures of $32,138 minus $9,689 in taxes). 'I'he average net fiscal 
deficit of a low-skill household actually exceeded the household’s e.arnings. 

It interest and other financial obligations relating to past government activnties are added, the average deficit per 
household rose to S27.30L In addition, the average low-sldll household vras a free rider with Tesjiect to gc^verament 
public goods, receriang public goods costing some S6,09.$ per household for which it paid nothing. 

Receiving, on average, at least $22,449 more in benefits than they pay in taxes each year, low-skill households 
impose substantial long-term costs on the U.S. taxpayer. Assuming an average adult life span of 50 years for each 
head of household, the average lifetime costs to the taxpayer will be $1.1 million for each low'-skill household for 
immediate benefits received minus all taxes paid. If the cost of interest and other financial obligations is added, the 
average lifetime cost rises to $ 1 .3 million perlow'-skill household. 

In 2004, there w^ue 17,7 million low-skill households. With an average net fiscal deficit of $22,449 per house- 
hold, the total annual fiscal deficit (total benefits received minus total taxes jxtid) for all of these households equaled 
$397 billion (the deficit of $22,449 per household times 17.7 million households), i'his sum includes direct and 
means-iesied benefits, education, and population-based services. If the low-skill bouseholds’ share of interest and 
other financial obligations for past activities is added, their total annual fiscal deficit rises to $483 l.illion. Over the 
next ten )^ears the total cost of low-skill hcmsehtdds to the taxpayer (immediate benefits minus taxes paid) is Iikel)^ 
to be at least 3,9 trillion dollars. This number would go up significantly if changes in immigration policy lead to sub- 
stantial increases in the. number of low-skill immigrants entering the country and receiving services. 

Politically feasible, changes in gcwemment policy will have little effect for decades on the level of fiscal deficit 
generated by most low’ -skill houst'h(.>lds. For exami'tle, to make the average low -skill household fiscally neutral (taxes 
paid equaling immediate benefits received and the appropriate sliate of interest on government debt), it would be 
necessary to eliminate Social Senility, Medicare, all 60 means-tested aid programs and cut the cost of public edu- 
caiion in half. Il seems certain ihai. on average, low-skill house.holds will generate deep fiscal deficits for the fore- 
seeable future. Policies that reduce the future nunilxu of liigli school dropouts and other policies affecting future 
generations could reduce long-tenn costs. 

Policies that would expand Medicaid and other entiileinents will incre^-ise the size of future deficits of low-skill 
households at the margin, On the other hand, polity changes that curtailed medical inflation could reduce costs at 
the margin in future years. Polities which would halt the growth of out-of-wedlock childbearing or increase real edu- 
cational attainments of future generations could also limit the growth ot future defidts somewhat. How’ever, these 
policy changes would be dwarfed by any alteration in immigration policy tliat w'ouid substantially increase the future 
inflow of low-skill immigrants; such a policy would dramatically increase the future fiscal burden to taxpa)’ers, 

— Riyhcrt Rector is Senior Reseaj-ch Felhnv in Domestic Policy Studies and Christine Kim ri a Policy Analyst in Donscstic 
Policy Studies ot The Herita,^e Foundation. Shanea Watkins, Ph.D., is Policy Analyst in Empincal Studies in the Center for 
Do(a Analysis at The Heriwge Foundation, 
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Introduction 

Each year, ianiilies and individuals ]iay taxes to the government and leceive back a wide vanety ot ser\dces and 
benelits. A fiscal deficit occurs when the lienefits and services received by one grou]i exceed the taxes ]iaid. When 
such a deficit occurs, other groups must pay for the services and benefits of the group in deficit. Each year, govein- 
meni is involved in a large-scale transfer of resources between different social groups. 

Fiscal distribution analysis measures the distribution of total government benefits and taxes in society. It pro- 
cades an assessment of the magiritnde of government transfers hetv’een groups. This jiaper jirovides a fiscal distn- 
buiion analysis (ifhouseholds headed by persons without a high school diploma. It measures the loial benefits and 
servdees received by this group and the total taxes paid. The difference between benefits received and taxes paid rep- 
resents the total resources transferred by government on behalf of this group from the rest ot society. 

dhe first ste]! in an analysis of the distribution of benefits and taxes is to count accurately the cost of all benefits 
and services provided by the government. 'I'he size and cost of government is far larger than many people imagine. 
In fiscal year (FY) 2004. the expenditures of the federal government were Si..! trillion. In the same year, expendi- 
tures of state and local governments were $1.45 trillion. The combined value of federal . state , and local expenditures 
in PY 2004 was $3,75 trillion.^ 

Tlie sum of S3. 75 trillion is so large that u is difficult to comprehend. One way to grasp the size of government 
more readily is to calculate average expenditures per household. In 2004, there were some 115 million households 
in the U.S.^ (This figure includes multi-person families and single |■)eTsol■ls living alone.) The. average cost of govern- 
ment spending thus amounted to S.32,706 per household across the U.S. population.^ 

'Ihe $3.75 trillion in government ex].>endiiure is nol free but musiix'. paid for by taxing or borrowing economic 
resources from Americans or by bon'owdng from abroad. In general, government exi:)enciitures are funded by taxes 
and fees. In FY 2004. federal taxes amounted to $1.82 trillion. State and local taxes and related revenues amounted 
10 $1,6 irillion,'^ Together, federal, siaie, and local taxes amounted to S3.43 irillion, At $3,43 irillion, taxes and 
related revenues came lo 9 1 percent of the S3. 75 irillion in expenditures. The. gap between taxes and spending was 
financed by government burrowing. 

Types of Government Expenditure 

Once the full cost of governniem benefits and servhees has been determined, the next step in the. analysis of 
the distribution of benefits and taxes is to determine the beneficiaries of specific government programs. Some pro- 
grams, such as Social Security, neatly parcel out benefits to specific individuals. With programs such as these, it 
is relatively easy to determine the identity of the beneficiarv' and the cost of the benefit provided. .At the opposite 
extreme, other government programs (for example, medical research at the National Institutes of Health) do not 
neatly parcel out benefits to individuals. Determining the proper allocation of the benefits of that t>^e of program 
is more difficult. 


1. See Appendix Tables A-i, A-2A. A-2B, iind A-2C. 

2. This figure Includes persons in nursing homes. Sec Appendix A. 

3. In measuring ihe dislnbulion ol beneiils and services, this paper wUl count the value of each beneiil and service as ecjual lo ihe oosi 
borne by the taxpayer to deliver it. The cost of any benefit to the taxjMU’cr doesnot necessarily equal the subjective value the beneficiary 
may place upon the benefit. T or example, if the food stamp progiam provides a family S4O0 per month in food stamp benefits, the fam- 
ily itsell may value the food staiiqrs at more or less than S400. Similarly^ if child receives public education costing S 1 0.000 per pupil per 
year, the child's tamily may value those education services subjectively as worth more or less than $1 0,000. \Vliilc tbe question ol lecip- 
ient valuation ol goveriimenr benefits is an interesting one, this paper is concerned with the basic questum ol tbe distribution ot benefits 
valued according iheir costs to taxpayers. 

4. This figure includes proprerty income earned by the goyemment such as the sale of assets or interest earned on assets. 
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To ascertain rni)Si accurately the dislribulion of govemmem faenefits and services, this study begins by dividing 
government expenditures into six categories: direct benefits; means-iesled benefits; educational services: popula- 
tion-based services; interest and other financial obligations resulting from prior government activity; and pure pub- 
lic goocls- 

Direct Benefits. Direct benefit programs involve either cash transfers or the purchase of specific serxhces for an 
indmdtial. Unlike means-tested ]>rograms (described below), direct benefit programs are not limited to low-income 
persons. By far the largest direct benefit programs are Social Security and Medicare. Other substantial direct beneEt 
programs are Unemployment Insurance and Workmen’s Compensation. 

Direct benefit programs im’olve a fairly transparent transfer of economic resources. The benefits are parceled out 
discretely to individuals in the population; both the recipient and the cost of the benefit are relatively easy to deter- 
mine. In the case of Social Security, the cost of the benefit would ec^ual the value of the Social Security check plus 
the administrative costs involved in delivering the benefit. 

Calculating the cost of Medicare semces is more complex. Ordinarily, government does not seek to compute the 
paiticular medical services received by an indhndual. Instead, government counts the cost of Medicare tor an indmdual 
as equal lo the average per capita cost of Medicare services. (This numfier equals the total cost, of Medicare serv'ices 
divided by the total number of recipients.) ’ Oerall, government spent $840 billion on direct IneneEts in FY 2004. 

Means- Tested Benefits. Means-tested irrogiams are t>q'>ically termed welfare programs. Unlike direct benefits, 
means-tested programs are available only to househtdds below' specific income thresholds. Means-tested welfare, 
programs provide cash, food, housing, medical care, and social serxhces to poorand low'-income persi.ms. 

The federal government operates over 60 means-tested aid programs.*^ The largest of these are Medicaid: the 
Earned Income Tax Credit (EITC); food stamps; Supplemental Security Income. (SSI); Section 8 housing; public 
housing; Teinporaiy Assistance to Needy Families (TANF); the school lunch and breakfast i^rograms; the WIC 
(Women, Infants, and Children) nutrition program; and the Social Sendees Block Grant (SSBG). Many means-tested 
programs, such as SSI and the QITC, provide cash to recipients. Others, such as public housing or SSBG, pay for ser- 
vices that are. provided to recipients. 

The value, of Medicaid benefits is usually counted in a manner similar to Medicare benefits. Government does not 
auempi to itemize the sj;.>eciric medical services given to an individual; instead, it computes an average per capita cost 
of services to individuals in difTerent Ixmeficiary categories such as children, elderly persons, and disabled adults. (The 
average per capita cost for a particular gremp is determined by dividing the total expenditures on the group by the total 
number of beneficiaries in the group.) Overall, the U.S. spent $564 billion on means-tesied aid in FY 2004 . ' 

Public Education. Government provides immarvy secondary, post-secondarvy and vi>cational education to individ- 
uals. In most cases, the government pays directly for the cost of educational senices jirovided. In other cases, such as 
the Pell Cram program, the government in effect provides money to an eligible individual vvho then spends ii on edu- 
cational services. 

education is the single largest component of state and local government spending, absorbing roughly a third of 
all state and local exj;.x'ndi lures. The average per pupil cost of public primary and secondary educaiion is now around 
S9.600 per year. Overall, federal, slale, and local governments spent $590 l.iillion on educaiion in FY 2004. 

Population-Based Services. Wdiercas direct benefits, means-lesied benefits, and educaiion services provide dis- 
crete benefits and services to particular individuals, population-based programs generally provide services to a 
whole grou]! or community. Pcqiuiation-based expencUtures include police and lire jirotection, courts, parks, sani- 
tation, and food saiety and health inspections. Another important population-based exi^enditure is transi^ortation, 
especially roads and highw'ays. 


5. For example, rhe Census Bmeau assigns VfedicaTC costs in this manner in the Cunvnr Population Survey. 

6. Congressicmal Research Seivicc, (itish o/ui Nro.ncasft Benoits foT'PcTson.s vvitfi f irmtcii tnconie-; niigwilicy Rules, Rr-iupient and EKpenditwe Data, 
ry2002-ry2CCM. March 27. 2006. 

7. This spending figure excludes means-tested veterans programs and most means-tested education programs. 
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A key feaiure of populaiion-based expenditures is that such programs generally need lo expand as ihe pnpulaiinn 
of a comm uni ly expands. (Ibis qualiiy separates ihem from pure public goods, de^crilx^.d belnw.) Por example, as ibe 
pcpulaiion of a communiiy increases, ihe number of police, and firemen will generally need ic expand in proponion. 

In its study of the fiscal costs of immigration, Tht New AmerkaruS, the National Academy of Sciences argued that if 
sendee remains fixed while the po]iuIation increases, a program will become “congested,” and the quality of sem.ee for 
users vvill deierioraie. i'hus, the N.AS uses the term “congestible goods” to describe populaiion-based services.^ High- 
ways are an obvious example of ibis In general, the cost of population-based services can be allocated according 
to an individual’s esiirnaied uiilizaiion of ihe service or at a flat per capita cost across the relevant population. 

A sub-categoiy of poi^iilation-basetl ser\ices is government administrative sup|xnt functions such as tax collec- 
tions and legislative aclivilies. Few taxpayers view tax collection as a government benefit; iberefore, assigning the 
cost of this “benefit” appears problematic. 

The solution to this dilemma is to conceptualize government activities into two categones; primarv^ functions 
and secondarv' functions. Piiniaiy functions provide benefits directly to the public; they include direct and means- 
tested benefits, education, ordinary population-based services sucb as police and parks and public goods. By con- 
trast, sec(.)ndary or suppuri functions do not provide direct Ixenefils to the public but do provide necessary support 
services that enable the government to perform primary functions. For example, no one can receive food stamp ben- 
efits unless the government first collects taxes to fund the program. Secondarv' functions can thus be considered an 
inherent part of ihe “cost of production” of primary functions, and the benefits of sex'.ondary support functions can 
be allocated among the population in proportion to the allocation oflx’-tiefiis from governmeni primary functions. 

Government spent S662 billion on poimlaiion-based services in FY 2004. Of this amount, some S546 billion 
went for ordinaiy semces such as police and parks, and S116 billion w-ent for administrative sui^jx")!! functions. 

Interest and Other Financial Obligations Relating to Past Government Activities. Often, tax revenues 
are insufficient to pay for the full cost of government Ix^nefits and services. In that case, governmeni will borrow 
money and accumulate debt, In subsequent years, interest payments must lx*, paid to those who lent the government 
money. Interest payments for the governmeni debt are in faa partial pa>Tnents for past government benefits and ser- 
vices that were not fully paid for at the time of deliveiy. 

Similarly, governmeni employees deliver services to the public; pan of the cost of the service, is paid for imme- 
diately through the employee’s salary. But government employees are also compensated by future retirement bene- 
fits. Expenditures of ]7ublic sector retirement are thus, to a considerable degree . ]^Tesent pavTiients in comi^ensation 
for services delivered in the past. The expenditure categoiy “interest and other financial obligations relating to past 
goveminent activities” thus includes interest and principal payments on government, debt and outlays for govem- 
menc employee retirement. Total government spending on these items equaled $468 billion in FY 2004, ■’ 

Allocation of the benefit of thi5 spending is problematic since the benefits were actually delivered in ]:iast years, 
but a definite portion nf spending <»n imeresi and employee retirement was generated by past exj;.xuidi lures on behalf 
of low-skill households. Broadly conceived, spending on behalf of low-skill house.holds includes not only spending 
for benefits in the current )rear, but also lagged spending that relates to outla)'S on such households in earlier )’ears. 
In this sense, the low-skill households’ share of interest and government employee retirement outla)’s would be pro- 
l^ortiouate to their share of gov^ernment expenditures in prior years. Although calculating the low-skill households’ 
share of spending in prior years would be very complex, the present analysis approximates this figure by assuming 
that these households share of expenditures in prior years is equal to its share of FY 2004 expenditures. 

Analteinatwe a]:iproach to allocating interest and employee retirement costs wxauld employ the distinction between 
goveimnent piimar)' and secondaiy functions described in the prior section. If government failed to pay interest on its 
exisiingdebl, ii would be unable to borrow' in the future; benefits w'ould have lobe slashed or taxes raised steeply. Gov- 


8. X'ational Research Council, Tticr Wiv .AmeTTca.fLS.' Hr.onorrac, Demographic, and fiscal Effects of fm?nigr<i£i.on tWasliingron, D.C.: Karional 
Academy Piess. 1 9Q7), p. .50.3. 

Q. 01 I his l.olal. an estimaled Sfi7 billion rcprescnls the costs oF financial obligations resulting Irom pasl public goods expenditures. These 
costs are entered in the public goods categoiy in Table 1. 
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ernmeni’s hcmoringof pasi financial obligalionsisihusan essential secondary fiinciion, a necessary cnsi ofbusinessihai 
enables governmeni lo perform its primary- func-tions. I'he ulutnate beneficiaries of ibis secondary funciion are. ibe ben- 
eficiaries of ibe primary functions that can be continued because governmeni fulfills iis debt obligaiions. The low-skill 
households' share of expenditures on these secondary functions would equal their share of benefits from primary^ func- 
tion exiienditures in FY 2004. Both approaches to allocating costs relating to interest and related iinancial obligatiims 
yield the same level of spending on behall of low-sldll households in FY 2004. 

Pure Public Goods. Economic theory distinguishes between '‘private consumption goods” and pure public 
goods. Economist Paul Samuelson is credited with first making this distinction. In his seminal 1954 paper “The Pure 
Theory^ of Public Expenditure,” ''' Samuelson defined a pure public good (or what he called in the paper a “collective 
consunijition good”) as a good 'Svhich all enjoy in common in the sense tliat each indicadual’s consumi^tion ot such 
a good leads to no subtractions from any other individual’s consumption of that good.” By contrast, a “private 
consuinpiion good” is a good that ‘‘can l-)e parceled out among differeni individuals.” I is use by one person precludes 
or diminishes iis use by anoiher. 

A classic example of a pure public good is a lighthouse: The faa that one ship j'xnceiYes the warning beacon does 
not diminish the usefulness of the lighthouse to other ships. Another cleat example of a governmental pure public good 
would be a fuuire cure for cancer produced by government-funded research. The fact that non-iaxpayers wotild benefit 
from this discovery' would neither diminish its benefit nor add extra costs to taxpay^ers, By contrast, an obvious example 
of a private consumption gotxl is a hamburget: Wlien one I’leison eats it, it canimt be eaten by others. 

Direct benefits, means-iested benefiis, and education services are private consumption goods in ihe sense dial 
use t.ifabenefil or service by one [.verson precludes or limits ihe use of ihaistune benefit by other. (Two pei.iple cannot 
cash the same Social Security check.) Population-based services such as parks and highways are ofien mentioned as 
“public goods,” but they' are not pure public goods in the strict sense described above. In most cases, as the number 
of persons using a populaiion-based service (such as highways and parks) incre^ises, either the service musi expand 
(at added cost to taxpayers) or the service, will become “congesie.d”and its quality will be reduced. Consequently, use 
of pupulaiion-based services such as police and fire depariincnis by non-taxpayers does impose significant extra 
costs on taxpayers. 

Government ]mre public goods are rare; they include scientific research, defense, sjvending on veterans, inter- 
naiitvnal affairs, and some environmenial protection aciiviiies such as the preservation of endangered species. Each 
of these functions generally meets the criierion ihai the benefiis received by non-iaxpayers do noi result in a loss of 
utility lor taxivayers. Government pure [mblic good exivenditures on these functions equaled S628 billion in FY 
2004. Interest payments on governmeni debt and related costs resulting from jvublic good spending in [irev'ious 
years add an esiimaied additional cost of $67 billion, bringing the loial public goods cost in PY 2004 to S695 billion. 

Although low-income households that pay little or no tax do benefit from pure public good programs, their gain 
neither adds costs nor reduces benefits for others. Thus, the benefit gleaned by non-taxpayers from these pure public 
good iunctions does not impose an extra burden on society. However, househvilds that ]vay little or no tax are “iree 
riders” on public good programs in the sense that they benefit from government actrinties for which they liav'e not 
paid. (For a further discussion ol pure public goods, see Appendix B.) 

Summary: Total Expenditures. As Table 1 shows, overall govemment spending in FY 2004 came to S3 75 bil- 
lion, or $32,706 per household across the entire U.S. population. Direct benefits had an average cost ol $7,326 per 
household across the whole population, while means-tested benefits had an average cost of $4,920 per household. 
Education benefiis and populaiion-faased services cosl S5, 143 and $5,765, rest^'ciively. Inieresi payments on gov- 
ernnieru debt and oilier costs relating to past government activities cosl $.3,495 per household. Pure public good 
expenditures comprised 18,5 percent of all govemment spending and had an average cost of $6,056 per household. 

A detailed breakdown ol expenditures is prochded in Appendix Table A-1 tor federal ex]rendituTes and Apjien- 
dix Tables A-2A. A-2B, and A-2C for slate and local expenditures. 


10. Paul A. Samuehon. "The Pure Theoiy of Public Expenditure,” Rei-iav of Economics and Statistics, 36, No. 4 (1954), pp. 387-389. 
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aiable I ~~ $R 12 


Summary of Total Federal, State, and Local Expenditures, FY 2004 



Federal 
Fxpendittjras 
('in .'Ti.'/.i'o.nsJ 

State and Local 
Expenditures 

Total 

Fxp«idifures 

On millions) 

Percentage 
ofTocal 
Expsnditij res 

Average 
Expenditure 
per Household 
Whole Population 

;7n do/ZcisJ 

D rscl Benefi'ts 

783,350 

57,607 

840.957 

22A% 

$7,326 

Ms<!ns-tEsted Bene-Ts 

406,512 

1 58,240 

564,752 

1 5.0^6 

$4,920 

Educat onai BeneUs 

59,621 

530,80 1 

59C.'122 

1 5.7% 

$5, M3 

Population Based Services 

180,122 

48 i, 69 6 

661,818 

1 7.6% 

$-5,765 

Interest and Related Costs* 

i 82,000 

219,260 

401.260 

10.7% 

$3,495 

Pure nublid Goods Expend tures 

694,153 

i,050 

695.203 

16,5% 

$6,056 

Total Expenditures 

2,305,758 

1,448,654 

3,754,412 

100.0% 

$32,706 

Total Expenditures Less Public 
Good Expenditures 

1,61 1,605 

1,447,604 

3,059,209 


$26,660 


''' Lxt.ludes inLet'ssl t.osLs r’estillirtg Itotti |.Hil>lic gwcJs expendiiur'r^s ir> prior' year's. 
Source; Appendix Liibles I and 2c. 


Taxes and Revenues 

Total taxes and revenues for federal, state, and local govennnents amounted to $'3.43 trillion in FY 2004, ■with an aver- 
age, cost of $29,919 perhouse.hold across the whole population. Adeuiled breakdown of federal, siaie, and local taxes is 
provided in Appendix Table A-.3. 'I'he biggest revenue generator wiis the federal income lax, which cost the taxpayers 
S808 billion in 2003, followed by Federal Insurance Contribudon Act (FICA) taxes, which gathered $685 billion, 

Property tax was the biggest revenue producer at the state and local levels, generating S3 18 billion, while general 
sales taxes gathered S244 billion. 

Summary of Estimation Methodology 

Til is paper seeks to esiiniate the total cost of benefits and sersnces received, and the total value of taxes paid, by 
households headed b)" persons without a high school diploma. To produce this estimate, calculations were per- 
fonned on 50 separate expenditure categories and 33 tax and revenue oitegories. These calculations are explained 
in detail in Appendix A and ]Tresented in Appendix Tables A-4 and A-5. The I'fresent section will briefly summanze 
the procedures used. 

Data on receipt of direct and means-lesied benefits were taken from the U.S. Census Bureau's Current Popula- 
tion Sur\’e)' (CPS) , Data on attendance m public primary’ and secondary* schools wx're also taken from the CPS; stu- 
dents attending ]Tublic schixil were then assigned educational costs equal to the average ]Ter pujTil ex]Tenditures in 
their state. Public posi-secondary education costs were calculated in a similar manner. 

WTierever possible, the cost ol pcTpulation-hased sendees w’as based on the estimated utilization of the sercice by 
low’-skill households. Fot exam]ile, the low’-skill households’ share of highw’ay exjienditures 'was assumed to equal 
their share of gasoline consum];)tion as re-ixirted in the Bureau of Labor Statistics Consumer Lxjienditure Sun’ey 
(CCX), When data on uiilizaiion (»f a service were not available, the estimated low-skill households’ share of popu- 
laiion-based services vvas assumed to equal their share of the total U.S. population. 

The share ot public goods received by low’-skiU households w’as assumed to equal their share of the total U.S. 
ITopulation. The low* -skill households’ share of the cost of interest and other financial obligations relating to past gov- 
ernmeni aciiviiies was assumed to equal their share of current expenditures on direci and means-iested benefits, 
education, population-based services, and public goods. 
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Fedcrat and suie incnmc usc» 
cjlcuUted Kucd on dau frvm ihc CPS 
FICA Uxes werv abn valcubird from 
CPS dau and vhvrr assumed lo bit solely 
on Mofisers 

Sales. ciRi'ise. and pmpmy ux pay- 
menu wen based un i(insum|ai(«i diu 
fnim the Ovmoncr Expendaurr Suntry 
F<w example, il the CCX sbiiMvd iha kw« 
tkiil bnusehdlds at\tiunicd for 10 prrven 
ol oil uihiiw pmduii ales m the VS. 
thior houschtids tMrcr assumed to pay 10 
petvent «)( all UiKaao uses 

Corporate income taxes were 
assumed to he home psniy by linkers 
and partly by owners, the drsmbuunn of 
these taxes v^as estiauicd aaordinjc to 
the dwnIniiMai td eananp and propeny 
imome tn the CPS 

A fundamental mle in the analysts 
Mas that the esitmated experHlicunr for 
eat h program for the M-holr populMitai 
had to espial ai.tual ginTmmeni owlays 
for that progcram Stmilarly. total com tie 
for earh esttmaied ux had to crpul loul rrxmue from the lax as rrponed tn govenimeni budget documents 

CPS data are pnddetnaiiL in this resprti since ihe> jQmenitly imdempon Kxh henebis innved and taxes pud 
Ci«ise(|uettfly. both hcnetils and tax data from the CPS had in he adfUAed for imderrcponing The key assumption 
in this adptsiment process Mas that huusehulds headed b)‘ persons muNoui a fugh school diploma (Ium 'Sloll house- 
holds^ and the iQrneral t^>pubit«m underreport Kenefits and taxes to a umllar tlrgrce Tluis. tf (ixxl stamp benefits 
were underreported by 10 pcfvcni m the CPS as a M'hole. then low -skill househidds mtit also assumed to imderre • 
pm food stamp hetiefits by 10 peamt In the absence ol data suggesting that Iom’-sIuII and higfi-skiU households 
underrep^m at diflerem imea. this seemed to hr a rrasocuMe Morkuig assumption 

Costs of Benefits and Services for l.ow*SldU Households. Ihe Ukms ol this paper is the benefits iweivcd 
and uxes paid by households headed b>' persons Mithoui a high scluxil diploma tHimuglvHU the fxiper. these 
htxisrholds are also called Iom - shill househidds ) In 2004. there weft 17 7 milium such hinueholds in the U S 
Appendix Table A~4 dmws the estmuicd costs iM gocemmeni benefits and services recened h>' these households in 
90 separate expenditure categoiKS The results are sumnu^;^ed m Chans I and 2 

Overall, households headed hy perstms uiihoui a high school diplima (or loM-sktl fumseholds) levervtd on 
menigr of S32.1 IH per hiHisehuU in direct hrnefus. mrans-tested hemfits. cducaiHm. and |x>puljikm -based ser- 
vices in FY 2(X)4 H expembturrs fi>r interest and oeher fiiuncul i*Nigatuins relating to past government aLttvHtcs arc 
added to the count, expenditures nse to per household If the losi <4 puMic goods is added, anmul kxjI 

expenditurts on benefits and servKes come to $4 1.084 per Kim -skil househedd 

Chan 2 gives a more deuded breakdown ol the immediate beneliLs and servKes received by loMr-sluil 
households Means-tcsicd aul came to SI l.Onl per household, while direct hmefiis vmainly Social Secuniy 
and Medicare) ammintcd to S10.02Ci Education spending un behalf uf these households averaged 54.801 per 
household, while spending on police, fire, and public safety tame to $I.18N per household Transponation 
added another 5778. Mhile administraiice support services cost $1.27) Miscellaneous population hasedservtces 
added a linal 5U08 
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Scawil eto 

Government Expenditures for 
Immediate Benefits and Services 
for Households Headed by Persons 
Without a High School Diploma 

Ibtat 

S>J0l Ofhcr h3pi.4^ar^d«>cd 

il.}7J St^port 

$778 T'« 

$1,999 


PU4cEdX«bor; 

umi hmnitarttn 

hM'SccorOirr 



Awr^ ExpandM^ 


Sdurtft Aftpapa* 4 


Taxes Paid by Households Headed by 
Persons Without a High School Diploma 





r«MMg«M<yruB 
Ovrptowpvt »*mAvx* 

CorrppPHlI^ Tiautcr 
FederU EicnetMi vtl CLSttim CXAn 
Sm* Kcnvlta 

ha« unary PutfuMi 
CarMTM WarmTu 
(9«OBrU Sias) 

Sue «4j Ucal hopartv 'hid 


$1,474 fUmb^iMlUWivmTMs 



AwvfiftTn pm Hc m attciJ 
iomxm 1 


h IS imporum to note that the coats o( hcneiits ami srnm-cs ouilinrd m Clun 2 an; a ^ocnpnsur a^rrajir ol all 
Unb'*skill hottschi^lib Tlic>' rcpnrsmi the uta) costs of hcnrftls and services received by all km-'sictll hotuehedds 
dividri] by the number id such bouscKidils It is imlikel>* that any snij^ htnaseholJ vcxwki receive ihisoiaci packaitr 
c4 hrnriMs. for example, tl is rarr loe a household in receive Social Security benefits and pninar>' and secondary edu- 
caittm scrxxrs ai the same tune Nonetheless, the fii^irrs arc an accurate pon ni>-al ol the isa\‘cmmetiul costs of low • 
shill hnuseholib as a gnnap When cumbtaied wuh stmilae data on taxes paid, they enable an asseasmem id the fiscal 
status of such htniseKfdds as a |{roup and their impAt on uher taxpayers 

Taxes and Revenues Paid by Low**ikill Households. Appendix Table A-$ details the estimated uxes and 
revenues paid h>' Icm-skill hmsehidds m 31 ciie|(tmcs The results are summantfd m Chan 3. As the chan shows, 
tiaal federal, state, and local taxes paid by hm- -skill households came to per househidd m 20CM Federal and 
state individual inccenc taxes comprised onl>' 20 prreem of total taxes paid Instead, taxes coi consumption and 
emphtyvneni produced the hulk of the tax burden for low-skill hnusehidds 

The sin^de laiyyrsi tax poymem was $2.V)9 per houschtdd m Federal Insurance Gminbution Aci (FICA) ux 
(Workers were assumed to pay Kith the employee and employer share of FICA taxes > On axera^. low-skifl house- 
holds SI.4R^ m suae and local sales and ccmsumpCkm taxes Fht analysts assumed that a sij^uKafU poruon ul 
pniperty taxes on rental and business properties was passed thfou|i^ to renters and consumers, this coninhuied to a 
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$1,171 pnfprtty ux bunkn (orilv Avr* 
jtgf km‘-5lo!l hcimrhokl Tlie aailysis 
abn AMumcd Uut 70 prfcmi al cucpo* 
rme utkCHiie uxrs fell tm v»x>ilKcn. this 
iumnhuttO lo an avrfSfir S704 curpomc 
tix burtkn lor km-'SkiU hoiarlioUU 
IkHtschulilsatr lrci(iirm t«uik- 
(pams tn star k*uenr». vkith an cttinuiirfl 
awransr punhair of Sfi86 in loctrr)* tick- 
ets ptr hoitsehoAil tn 2004 

BaUncr of Taxes and Betients. Cln 
ON'rra^. low-skill households received 
$\2.11B per biwseHidd in immediate 
^tovemmeni henehis and Krvices in TV 
2004. incliidifix direct henefiis. means- 
tested henefas. education, and popuia- 
tNm Kved services Total henehis fuse 
to Ml.OfM if puHtc |t(«ods and the con 
of inierm and ixhcr finarKial ohlijea- 
tams are added 

By conirosi. low-skill households 
paid only S9.n84 m taxes. Thus, low- 
skit) households ivirned oi lean ihite 
ddbrs m hmefiis and servKes for eok h 
didlannuMcspaid. II the coas of public 
KLiods and past financial ohllfsauons ate 
added, the raiin rtses lo fcnir lo one 

Stnkinii^y. as Oun 4 shoves, low- 
skill houKholds in R' 2004 had averaigr 
eaminics of S20.V>4 per household, 
thus, the avYraier con of Kiwemmeni 
hmeftts and srmccs recrivrd hy these 
htwsehcdds not onl>' e3«cYed(d ihr taxes 
paid by these households, but suhnon- 
ttally exceeded the avera^r earned 
inc ome of these households 

Net Annual Fiscal Dcficii. Ihc net 
fiscal delsctt of a househc4d ctpuls the 
con id hcncliis and servxYS rcccned 
minus taxes paid As Chan 5 shows, if 
thr costs of direct and means-tested 
hrneliis. education, and populMSon- 
hosed servxes akme were coumed. the 
averaijse low-skill household hod a fis- 
cal deficit of $22,444 lexprndiiufes of 
$12,118 minus m taxes). The 

nei fiKol deficit of the avYrotie low -skill 
household actually exceeded the household's eaminp II inierrst and other financial oNij^ions reUcing to post 
gmemment aciivmes were added as wcD. the overagt dehcii per household mse to $27,101 


'■oitrtv mi] 

r- 


Taxes Paid and Benefits Received; Households 
Headed by Persons Without a High School Diploma 



mu 


Dropout Households Receive More Than Three 
Dollars in Benefits for Every Dollar Paid in Taxes 
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In addaton. thr avrta^ lnw 'dot) houKhotd a 
fire ndrr uith frspect to {^nenuncw fiubliL icoods. 
ieccn*in|( pubtk. gootU coating »a«nr $6,095 per huuac' 
b(id lut vchwh it paid nothing 

Net Litefiinc Costs. RcicMng, on average, at hast 
$22,449 miirr in benefits than they pay in u.«c3 each 
year, tou-skill htHtseholds impifse suhsuniial Uing-ierm 
costs on the U 5 uvpayer Assuming an average 50'>tar 
adult U(c spun lof heads o4 housch(4d. the average hie- 
time costs to the uxf^er will he $1 1 milhon for each 
Inu skin household, net of any taxes puad If the costs of 
interest and other hnancul ohiigaiums are added, the 
average lifetime cost rtsrs to $ 1 ^ minum per household 

Aggregate Net Fiscal Costs. In 2004, there uere 177 
milium lou'-skUl household* A* shown in Chan 5. the 
average net fiscal deficit per household was $22,449 
This means that the total anmuf fiscal driicn (total hen- 
cfn* received minus total taxes p«d> for all 17 7 nullum 
km skill bousrhoUb together equaled $597 hdbon (the 
deficit of $22,*H9 per housrh^d tune* 17 7 mtlliim 
househtdds) Ihts sum includes direct and mcans icsied benefits, education, and poffubium hnsed senices 

If the km 'sldD household*' share c4 inieresi and other Itiuncsal nhbguions for past activnic* i* added, the total 
annual fiscal dcficil of these household* ruse to $4415 bdbim Over the next ten yean, the cimstaiu dollar twt cost vd 
km**kiU household* simmediate henrhi* rrceiced mmus taxes pad> i* likdy lo he at least $3 9 inlhon PolKy 
changes iKm wtHild expmd eniHlemeru programs such as Meduaid uiU increase these costs at the margin the 
cither hand, changes in immigration b» that uoukl sigmficamly me rrasc the inllow of km skill vcxifien and families 
will increase luiure gnTfnmeni spending dramaiicall) 

lu)w«Skill Households Coenpared 
lo Other Households. Chan 7 com* 
pare* househokl* headed by persem* 
utthout a high Schcml diphuna lo 
hou*ehc4d» headed by persons with a 
high school dipfctma or better Wlierca* 
the dropout -headed household p»d 
only $9.6tt9 tn uxes in FY 20CM. the 
bigher skdl households paid $54.629 — 
more than three time* a* much. While 
dropout-headed households received 
from $.52,1.58 to $45,084 m henefus, 
high-skill households received less 
$2l.520io $30,819 Ihe diflerence in 
g^nemmeni benefits was ditf largely lo 
the greater amnunt of means-iesied aid 
ree'ehed by low-skill households 

Household* headed hy dn»poui* 
tecrived $22,449 more tn immediate 
henefus direvt and mrans-icsled 
aid. educatum. and populatum-hased 



. SOvn « « II 

I 

I Total Annual Net Cost of High School 
Dropout Households to the Taxpayer 
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services) ihan they paid in la.xes. Higher-skill households paid SI3,I09 more in laxes than diey received in irnme- 
diaie benefilS- 

Externalities of Benefits, li might argued ihai ceitain government benefits generate fx>siLive externalities; that 
is, they benefit society at large as well as the immediate beneficiaT}^ This is argued most often with respect to education. 

An increase in the skill level ot each U.S. w^orker may hac^e a positiw feedback ellect that increases the iiroduc- 
tivdty and wage of other workers; thus, evety^one ■vv'ill gain indirectly as the overall skill level of U.S. workers rises. 

Conset[uenLly, it might be argued that all Americans benefit economically from the education of children inluw- 
skill iamilies. II so. it might be funher argued that it is inappropriate to assign the full per pupil costs of education 
to children in low -skill households. But if other households benefit indirectly from the education of children in low- 
skill laniilies, it is equally true that low -skill famihes l^nefit indirectly from the education of children in middle- and 
upper-class families. This is particularly tnie of the education of high-skifl workers who wall produce future tech- 
nological and managerial innovations that lead to productivity increases. 

Thus, if it is true that the education of children in low-skill homes produces ]')ositi\t: externalities that raise the 
incomes of more afriueni families, il is equally true that the education of children in mi;)re afflueni henries will produce 
positive, externaliiies for low-skill households. Rather than allempiing to map the reciprocal externalities of education, 
it appears simpler to assign the full per pupil cost of public education to the child rccendng that education. 

Education as a Social Investment, It is sometimes argued that the costs of public education should be “off the 
books” and should not be counted low'ard the fiscal deficits generated by low'-skill households. Proponents of this 
view contend that publicly financed education lor children in low-skill families repiesents a positive investment for tax- 
payers because it will increase the wages earned and laxes paid by thc>sc children as adults, thereby reducing the future 
fiscal drag (benefits in excess of taxes) that their children will impose on society. *■ ^ Although this argument obviously 
has considerable merit, tw’o caveats are in order. 

Flrsi, even if public education does represent a positive invesi.mem for taxpayers, the immediate costs of that 
invesimeni are. real. When children in low-skill families receive, pul.ilic education, other families generally will pay 
the costs of that education and \vill be forced to forgo their own economic needs and wants to do so. Consequently, 
education costs should remain on the ledger w-hen computing the net transfers betwa'.en scx:ial groups. 

Second, the potential returns to public education often appear exaggerated. When a child from a low'er socioeco- 
nomic class receives subsidized public education, three fiscal outcomes are possible: 

1. There is no Increase in wages, and the child remains in the same deep fiscal deficit as his i:iarents; 

2. The child’s income increases, and the magnitude ofhis fiscal deficii is reduced relative lo ibai ofhis 
parents, but the child remains in fiscal deficit w'hen becoming an adult; or 

.3. Education raises the child’s income to the point w-here he becomes a positive fiscal contributor (taxes 
exceed benefits over a lifetime). 

Simplistic accounts of the gains from education often suggest that schooling will enable children from a lower 
socioeconomic standing to readily achieve the third outcome. Given the regressu'e nature oi the distribution ot ben- 
elits and the ];)rogressive nature of taxation, this seems unlikely. On average, an indivTdual must achieve a tairly high 
income lo become a nei fiscal coniribulor. This does not mean ihal invesimeni in educalion is unwise. Il simply 
means dial society should be realistic about its expectations with respect lo what education can achieve. 

Conclusion 

Households headed by persons without a high school diploma are roughly 15 percent ot all U.S. households. 
Overall, these households iin]iose a significant fiscal burden on other taxirayers; The cost of the government benefits 


11. The .inalysis in this paper dees not include fiscal impacts in the second generation, that is, it does net examine the fiscal status of children 
in low-skill households once ihey become adults and begin to live independently Once a minor child in a low-skill hciLsehold becomes an 
adult and moves out of his patents’ household, he is no longer included in the fiscal cost analysis for the parents’ household. 
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they consume greaily exceeds ihe laxes they pay lo governmeni. Before governrneni undenakes lo iransfer even 
more economic resources lo ibese households, it should have a very clear account of ihe rnagniiude of the economic 
transfers that already occur. 

The substantial net tax burden im]x>sed by low -skill U.S. households alst) suggests lessons tor immigration pid- 
icy. Recently projiosed immigration legislation would gready increase the number ot jioorly educated immigrants 
entering and living in the United Su-ues. Before this policy is adopted. Congress should examine carefully the 
potential negative fiscal effects of low-skill immigrant households receiving services. 

Politically feasible changes in government policy will have little effect on the level ol fiscal deficit generated 
by most low-skill households lor decades. For example, to make the average low-skill household fiscally neutral 
(taxes paid equaling immediate benefits received plus interest on government debt), it would be necessary to 
eliminate Social Security, Medicare, all 60 means-tested aid programs and cut the cost of public education in half. 
It seems certain that, on average, low-skill households will generate deep fiscal deficits tor the foreseeable future. 
Pctlicies that reduce the future number ol high school dropouts and other policies allecting future generations could 
reduce long-tenn costs. 

Future government policies that would expand entitlement programs such as Medicaid would increase future 
deficits at the margin. Policies that reduced the out-of-wedlock childbearing rate or which increased the real educa- 
tional attainments and wages of ftittii'e low-skill workers could reduce deficits somewhat in the long run. 

Changes to immigratiun policy could have a much larger effect on the fiscal deficits generated by low-skill fam- 
ilies. Policies which would substantially increase the inflow of low-skill immigrant workers receiving services would 
dramatically increase the fiscal deficits tlescrilx*d in tliis paper and impose substantial costs on U.S. taxj^ayers. 

— Robt'N. Reclor is Senio/' Research Fellow in Domeslh' Policy Sludies md Omsiine Kim is a Policy AnolysL in Domcsiic 
Policy Siudics ai The. HerUage Foundation. Shanea Waikins, Ph. D., is Policy Ancdysi in Empirical Siudies in ihe. CcnLer Jbr 
Dala Analysis al The Herilage roundalion. 


12. Robert Rector. "Senate Immigration Bill 'W.tould i\llow 100 Million New Legal Immigrants over the Next Twenty Yeoi's." Hentage Feun- 
dai ion \ViT\L.i7iii No. 1076. May 1 .j, 2006. Robert Rector, “Tm migration Numbers: Selling the Record Siraighl." Tie mage Fo undal ion 
WebMerno No. 10?7, May 26, 2006. 
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Appendix A 
General Methodology 


Introduction 

Tins appendix documenis the methods used to calculate the spending and tax figures presented in the paper. 
Throughout, the term 'do\t-ski[l households” is used as a s\aionym for households headed by persons without a high 
school degree. 

Data Sources 

Data on federal expenditures weie taken from Historical Tables, Budget of the (./hired Staffs Govertiment, Fiscal Year 
2006. ' Data on federal taxes and revenues were taken from Analytical PerspccUves, Budget oj the United Stales Gov- 
ernmeni, Fiscal Year 2006.^^ 

State and local aggregate expenditures and revenue data were taken from the U.S. Bureau of Census survey of 
government finances and emplovment.^^ Added information on state and local spending categories was taken from 
U.S, Census Bureau, Feckral State and Lcxal Covemments: 1992 Covemment Finana' and Employment Classification 
Manual}^ 

Detailed infomration on means-tested si^ending w-as taken from Congressional Research Seivice, Ca,s'h and Non- 
cash Cfn.f/’i./.s for Persons wifh Lirniffd /ncomo: E/igiH/iiy Ru/fs, Redpion/. arul ExpendUure Data, FY2002-FY2004. This 
report provides important information on state and local means-tested expenditures from states’ and localities’ own 
financial resources as distinct from exT)endiiures funded by federal grants in aid.^^ 

Data on Medicaid expenditures for different recipient categories were taken from the Medicaid Statistical infor- 
mation System (M.SIS) as published in Medicare & Medicaid Stafisdea/ Supplement, 2006.^^ Data on the distribution 
of benefrts and distribution of some taxes were taken from the U.S. Census Bureau’s Current Population Sun^ey 
(CPS) of March 2005 (which covers the year 2004). Additional data t)n public school attendance were taken from 
the October 2004 Current Papu/afionSurvey.^*^ Data on household ex^ieTiditures were taken from the Bureau of Labor 
Statistics Consumer Expenditure Suivey (CXX) for 2004.'^^ 

Data on Medicaid expenditures in insiiiuiional long-term care facilities were taken from Medicare & Mediaiid 
Statistical Supplement, 2006.^^ Data on the education levels ofeldcrlypersons in institutional long-temi care facilities 
were taken from the National Long Term Care Suivey (NLTCS). Data on the number of individuals residing in 
nursing homes in the average month and the number of Medicaid recipients in nursing homes were taken from the 


13. Office of Managemenr and the Budget, historioj-f Idb'ics, Budget Gt>vcrnjTicfif, tised Yi'iv2006. 

14. Office of Management and the Budget, yiuiilvtu'u?. Perspectives, Budget cf tkc United Sraits Governwenj, ttscal Ycc.r 2D0C\ pp, 29i^-3i3. 

to. See. \vvvw.c:cnsT(s,gi.'v/g(.ivsA-sijtnct/i’/04cVii.si?_J.htjnI. 

iCi. See hlip;///ip2.c:emsus.g<iv/gtn}.A!<css/('hcsiJun.pd/'. 

17. Congmsslonal Re.search Service, Cush and NoueushBenefits/ar Persons with Limited (RCi)me;hJi.gjw//fyRu/es, Recipient und tvpendifuneDuf;?, 
n’2002-n’2iAM, March 27 2 l106. 

iB. l.i.S. DeparUiieni al llealih and Human Services, G;nlen; for Medicare and Medicaid Services, AT'd;a'i.r,. cv.VJedK'aid VlaiisiK.a’ 5uppi.i?icni. 
.Medicaid Tables 14.1-14.27. 2>X)6. This survey covers 2003. 

19. Ihe analysis used an electronic version of the March CPS data from the Kalional Bureau ol Lconotnic Reseairh. See vvww.nJnTaiy/iialfT 
ips.htmi. 

20. Ihe analysis used an elect ronic version of the October CPS data from the Nalional Bureau of Hconeunic Research. See H'H'iv.nJjcrt'rg/ddtci/ 
ips.htmf. 

21 . US Department of Labor, l.LS. Bureau of labor Stati5>tics. Consumer fbependiture in 2004, Report 092. April 2006. 

22. U.S. Departmenr of Health and ITuinan Seixices, Centers for Medicare and Medicaid Seinnccs, Medictite £>•■ Medicaid .SMtbtical SuppU- 
ment. Medicaid Tables 14.1-14.27. 2006. 

2.5. Duke University and Rational Institutes of Health, National Institute on Aging, National HmgTerni Care Suivey. 1 999 Public Use Data 
Liles Rational Long Term Care Study (KHTCS), 1999 public use dataset. Produced and distributed Ity tlic Duke Univeisiry Center for 
Demcgraphic Si udies wilh funding from the National Institute on .Aging under Granl No. U01-.AG0071 98. The NLTCS is a nai ionally 
representative sample of individuals ages 65 years and older in long-tenn caie facilities. 


14 



186 


The Heritage Foundation 


2004 National Nursing Hiirne Survey (NNH5). Data on ihe number of individuals in other types of insti tut inns were 
taken from Census 2000 Summary Pile \ 

Count of Households. I'he Current Population Surv'ey (CPS) reports some 1 13. 1 5 million households in the U.S. 
in 2004, In addiiion, in the average month in 2004, some 1.65 million persons resided in long-term care facilities. 

These long-term care residents wem not included in the population reported in the CPS; however, because these 
indiiiduals are the benefiaaries of a substantial share of Medicaid expenditure, it is important that they be included 
in any accounting of fiscal balances and distribution. Consequently, the 1 .65 million persnns in long-term care facil- 
ities were included in die present analysis; each individual in such a facility was counted as a separate household, 
swelling the overall count of households frt>m 113.15 million to 114.8 million. 

Calculating Aggregate Federal, State, and Local Spending. .Aggregate federal expenditures at the sub- 
function level were taken trom Hi.stonca/ TuWc.’s. Budget of the Urdted States Government. FT 2007. These data are pre- 
sented in Appendix fable A-1 . Slate and local aggregate expenditures were based on data from the. U.S. Dureau oT 
Census stm^ey of government,'^' 

Two modifications were necessaiy to yield an estimate of the overall combined spending for federal, state, and 
local government. PiTst, some S408 billion in state and local spending is financed by gra'nts in aid from the federal 
government. Since, these funds are counted as federal expenditures, recording them again ^-is state and local expen- 
diture would consiiiuie a double count. Consequently, federal grants in aid were deducted from the appropriate cat- 
egories of state and local spending. 

A second modihcation involves the ii'eamieni of market-liUe user tees and cliarges at the state and local levels. 
These transactions involve direct pa>mient of a fee in exchange for a government sendee: for example, payment of an 
entry fee at a park. User fees are described in the federal budget in the following manner: 

[lln addition to collecting taxes. ..the Federal Government collects iticoitie from the public from 
market-oriented activities and ibe financing of regulatory ex[.K'‘nses. These collections are classified 
as user charges, and they include llie sale of postage slain ps and eleciricity, charges for admittance 
to national parks, premiums for deposit insurance, and prcKceds from the sale of assets such as 
rents and royalties for the right to extract oil from the Outer Continental Shelf.^^ 

In the federal budget, user fees are not counted as revenue, and the government services financed by user fees 
are not included in the count of government expenditures. As the Office of Management and Budget states: 

[User charges] are subtracted from gross outlays ratlier tlian added to taxes on the receipts side of 
the budget. The purpose of this treatment is lo produce budget totals for receipts, outlays, and 
budget authority in terms of the amount of resources allocated governmerually, through colleciive 
poliiiad choice, rather tlian through the markei.^^ 


24. Dep.irtme.nt of 1-lo.ilrh .ind H\nn.in Seivlces, Centers for Disease Control and Prevention, Nation.il Center for Health St.arlsric.s, 2004 
National Nursing Home Survey (NNllS). public use files, and l.'.S. Census Bureau, 2000 Census Summary Pile (SP 1 ). T’CTl 6. 
PCT17-PCT17I, 

27>. In ihe average nionih in 2004. aboul 1.40 miHion individuals resided in nursing homes; another eslimaled iPP.OOO individuals resided 
in long-term care insiiiulions other than musing homes. Data on nursing home residents come Irom Deparimeni ol Health and Human 
Services, Centers lor Disease' Conlrcdand Prevention, National Center for Health Statistics, 2004 National Nursing Home Survey 
tNNHS). public use liles. Data on mdividuals in other types ollong-term care institutions come trom the Bureau ol Lihor Slalislics. 

26. Bectuise individuals in long-term care facilities iire not counted in the CPS, they are not includeel In Ihe e.K|:jendilure and revenue alloca- 
lu.ni esUmalion i.d this analysis, e.xatpl for Medicnid expenditures on institutional long-term aire. However, they are included in the 
total luirnbet ot l.l.S. households and the total number of low-skill households. To the extent that Individuals without a high school 

J 1 pi sLiit t Ji''pi opoiliv'.'nare share of the population in institutional long-term care and leccive a number of government benefits 
anJ -M-t vie tins uiahsis piocides an underestimation of both actual aggregate and average cxpendiruies received by low-skill liousc- 
h. IJsmth U' 

27. S 1- iiiiu 1 u ,, I .,0 N7:stit?titt.r/i>TO0as.si_J.htniI. 

28. Ollic IMini., m nl tnd fkidgel., .Anuiytiiial Per.specuves, Budget r.j/'ttie' Ltnueci.Sktie.s Gove-rntne-fit, >Par 20ii)6, p. .'>01 . 

29. Ibki 
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In cnnirasi, Census labulaiions of siale and local govemment finances include user fees as revenue and also 
include ihe cosi of ihe service provided for ihe fee as an expenditure.^^ 'I'he most prominent user fees treated in this 
manner in the Census state and local government financial data are household payments to public utilities for water, 
power, and sanitation semces. 

But market-like, user lee pawnenis of this tyiie do not im^oh^e a transfer of resources from one group to another 
or from one household to another. In addition, govemment user fee transactions do not alter the net fiscal deficit or 
surplus of any household (defined as the C4)st of total government benefits and services received minus total taxes 
and revenues paid) liecause each dollar in services received will be matched by one dollar of fees paid. Finally, deter- 
mining who has jiaid a user fee and receicTd the corresponding service is ver\' difficult. 

For these, reasons, this paper has applied ihe federal accounting principle of excluding most user fees from rev- 
enue tallies and excluding the services funded by the fees from the count of expenditures to state and local govem- 
ment finances. This means that user charges and fees were removed from both the revenue and expenditure tallies 
for state and local govemment. As noted, the inclusion or exclusion of these user tees has no effect on the fiscal def- 
icit figures for low-skill households presented in this pai^er. 

Appendix Tallies A-2A, A-2B, and .A-2C show- the deductions of federal grant in aid and user fee expenditures 
that )helded the state and local expenditure totals used in this analysis. 

Estimating the Allocation of Direct and Means-Tested Benefits. In most cases, the dollar cost of direct ben- 
efits and means-tested benefits received by low-sbill households vvas estimated by the dollar ci.isiofbenefits received 
as reported in the Census Bureau’s Current Population Surv^ey (CPS). One prolilem with this approach is that the 
CPS underreports receipt of most gtwemment benefits. This means that the aggregate dollar cost of benefits for a par- 
ticular program as reported in the CPS is generally less than the actual program expenditures according to govem- 
ment budgetaiy data. 

To be accurate, any fiscal analysis must adjust for benefit, underreporting. This has been done in prior studies; 
for example, the National Academy of Sciences study of the fiscal costs (T iminigraii(.)n. The New Amencans, made an 
adjustment tor such undenepoiting.'^^ 

'iTe current analysis adjusts for underreporting in the CPS with a simple mathematical procedure that increases 
overall spending on any given program to equal actual aggregate spending levels and increases expenditures on low- 
skill households in an equal proponion. Let; 

= total expenditures for j^rogram x reported in the CPS; 

= expenditures for program x for low-skill households reported in the CPS; 

E;,^ = total exi^enditures for i')rogTain x according to independent budgetaiy sources; and 
Hi = number of low-skill households in the CPS. 

The share of expenditures reported in the CPS received by low-skill households would equal The actual 

expenditures allocated tc^ low -skill households would be estimated to equal times 

The average per household benefit from the program received by low-skill households would equal; 
limes /H() 

For example, il the CPS re]iorted that low'-sldll households received 50 jieTcent of food stam]i benefits and the 
total expenditures on food stanijis according to budgetary data were SIO billion, then low-skill households vwiuld 
be esiirnaied lo receive So billion in food stamp benefits. If there w'ere 20 million low-skill liouseholds, then the aver- 
age food stamp beiieht per low-skill household would equal $.5 billion dmded by 20 million households, or S250. 


.30. 1,1. S. Census Bureau, fcdcjal SkiU wid Local CiTvetTmients: 1992 Govemment Finameand Tmploymeni Clay^aiicatinn Klamuih secrions .>..31 
and 7.24. 

.31 . \'al lunal Research CcHincil, The N’eiv .Ai?i£:'Tii:'an.s.' IlrAmomic, Denvographic, orui Fiscal Fljen is ol Immigraiion iWashingum, D.C.: Kaiional 
Academy Press, 1997.). p. 308. 
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The key assurn piii)n behind ihis underreporting ad juslmenL procedure is ihai low-skill hnuseholds underrepon 
receipt of welfare and oiher governrnem benefiis al mughly ihe same rale as the general population, Por example, 
if receipt of food stamps is underreporied by 1 5 percent in the CPS for ihe overall population, the adjustment pro- 
cedure assumes that the sub-group of low-sldll households in the CPS would also underreport food stamp receipt 
by 15 percent. The average level of food stamp benefits among low-sldll households as reported in the CPS is then 
adjusted up^vard by this ratio to compensate for the underreporting.^"^ Since there is no e\T.dence to suggest that low- 
skill households underreport government benefits to the Census at a rate different from that of the general popula- 
tion, this procedure appears r’alid as an estimating technique. 

Estimating the Allocation of Education Expenditures. The average cost of public education servuces was 
calculated in a somewhat different manner since the CPS reports whether an individual is enrolled m a public 
school but does not report the cost of education sendees provided. Consequently, data from the Census survey 
of governmenis were used lo calculaie ihe average per pupil cost of public primary and secondary education in 
each siaLe.'^^ 'I'he. loial governmenial cost of primaty' and secondary schooling for each household was then esti- 
mated by mu[ti]il\ing the number of enrolled pupils in the household by the average ]:teT ]^upil cost in the state 
where the household resides, 

Tliis procedure yielded estimates of loial public primary and secondar)- education costs lor low-skill households 
in the CPS and for the whole population in the CPS. Adjustments for misreporting in the CPS were made according 
to the. procedures outlined above. (This pnx'ess is described more fully below.) Public costs for post -secondary edu- 
cation were allocated in a similar manner. 

Estimating the Allocation of Medical Expenditures. Ihere is often confusion concerning the calculation of 
the cost of Medicaid and Medicare benefiis by ibe Census. The Census makes no effort lo determine the costs of 
medical treatments given to a i^articular i")eison. Instead, it calculates the. average, cost of Medicaid or Medicare ben- 
efits per person for a particular demographic/beneficiar>- group. For example, per capita Medicaid costs for children 
are very different from those for the elderly. 'I'he Cerisus assigiis the appropriate per capita Medicaid or Medicare 
costs to each individual who re ^X)rts coverage in the CPS, according to the individual’s beneficiary class: for example, 
elderly, children, non-elderly able-bodied adults, and disabled adults. 

The ]:)resent analysis uses the ]")« caitiia Medicaid and Medicare costs provided by the. CPS and then adjusts for 
underreporting according to the procedures described above. (For more details, see the specific discussion of Medi- 
care and Medicaid below'.) 

Medicaid expendiiures on persons in insiiiutional long-temi care facilities require separate calculations. In the 
average month in 2004, some 1,65 million persons resided in long-tcmi care facilities;''*'^ about 62 percent of these 
individuals received Medicaid assisiance.^*' 

Indmdualsinlong-temi care facilities are not included in the population reported in the CPS. In FY 2004, some 
S76 billion in Medicaid funds was spent on individuals in nursing homes and other institutional long-term tare facil- 
ities, ot which nearly 60 percent was spent on Medicaid recipients without a high school di]:)loma.''*' 

Estimating the Allocation of Population-Based Services. Wherever possible, this analysis has allocated the 
cosi of populaiion-based services for low-skill households in proponion to their esiimaled uiilizaiion of ihose ser- 


32. II CPS Linderrepons bencliisby 13 percenl. Ihen ihe iinderreponing would be correcledby mulUplying ihe CPS loial by ihe inverse ol 
100 percenl niinub< 15 percenl uhe inverse olB5 percenl). 

33. U S. Census Bureau, Governmenis Division, Public iic/uculic'n Pirui'nees, 2GG4, issued March 2006. Costs included both curreni expendi- 
liires and capilal oullays. 

34. in the average month in 20(H. nboul 1.49 millian individuals resided in nursing homes; anolher esiimaled I33,00v.i individuals resided 
1n long-reriii care Insrirutions other than nursing homes. 

.33. The 62 percent sratlstic comes fioin the 2004 National Nursing Home Survey (NNITS). This analysis -a-csumcs that the shaie of Medicaid 
recipients in other types ol long-term care institutions is equal to the share of Medicaid lecipients in nursing homes. 

.36. hstimates based on FY 200.3 VISIS expenditure data, as published in Medicare Medicaid Statisilcxil Stq>iAeineni, 2006. and adjusted to 
equal actual Fb" 2004 expenditure levels as reported by the CRS. The spending figure includes a 16 percent increase tor ancillaiy medi- 

37. Estimate comes from tire 1999 National Long Temi Care Survey. 
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vices. For exam pie, ihe proporiionale uiilizaiion of roads and highways by low-skill househulds was esiirnaied, in 
part, on ihe basis of iheir share of gasoline purchases as reported in ihe Consumer Cxpendiiure Survey (CCX), 

WTien an estimate ot proportionate utilization was not possible, tbe cost ot population-based services was allo- 
cated on a unitonn iier ca]iita basis. Some population-based services, such as air]it)rts, v-iil be used inlrequentiy by 
low-skill households; in these cases, the cost of the service for low-sldll households was set at zero or at an arbitran^ 

low level. 

Estimating the Allocation of the Costs of General Government and Administrative Snpport Sendees. 

Allocaiion of the costs of general government services such as lax collections and legislative functions presents dif- 
ficullies since there is apparently no one who directly benefits from those services. Most taxpayers would regard 1 RS 
collection activities as a burden, not a benefit; howev'er, while gov'eminent administrative functions per se do not 
benefit the public, they do provide a necessary'' foundation that malces all other gov'eminent benefit and seivice pro- 
grams possible, A household that receives food stamp benefits, for example, could not receive those benefits unless 
the IRS had collected the tax revenue to fund the program in the first place. 

It seems reasonable lo integrate proportionally the cost of government support services into ibe cost of other 
government functions that depend on those services. Following this reasoning, the exj^tenditures for general govem- 
irient and adniinistrativ'e support have l>eeri allocated among households in the same proportions that total direct 
beneflls, means-tested benefits, education, and population-based services are distributed among bimsebolds,'^^ 

Estimating the Allocation of Financial Obligations Relating to Past Government Activities. Year by 
year, throughout most of the post-war period. U.S. taxpayers hav'e not paid for the full cost of benefits and services 
provided by government. A portion oi annual costs is passed on to I'xj. paid in future years. 

Government costs are shifted to future years through two mechanisms. First, when government ex]:)enditure 
exceeds revenue, ibe governmeni runs a deficit and borrows funds. Ibe cost of borrowing is passed lo future years 
in the fonn of interest payments and rci')aymenis of ))rincipal on public debts. Second, when a government emi^loyee 
provides a service to the ]mblic, part ot the cost of that service is paid for immediately through the employee’s salary, 
but the employee may also receive government retirement Ix-nefits in the future in compensation for sendees pro- 
vided in the present. Expenditures on public-sector reiirerneni systems aa' thus, to a considerable degree, present 
payments in compensation for services delivered in the past. 

The mechanism for allocating these costs for past service among the i')resent-day ]iopulation is uncenain. In this 
paper, the following procedure was used. 

First., veterans benefits were regarded as compensation for pure public goods and vvere allocated as such. 

Second, the share of debt paymienis asstviated with past public good expenditure was considered a pure public 
good itself and allocaied as such. 

TJnrJ, the remaining interest and government retirement paymients were allocated in proportion to the share of 
all direct benefits, means-tested benefits, education, and population services received by a grou]o in FY 2004. Thus, 
the share of interest payments on government debt and govermnent employee retirement costs allocated to low-skill 
households vvas propottionate to those households’ share of direa and means-tested benefit spending, education, 
and spending on populaiinn-based services in FY 2004. 

There are two rationales for this allocation. First, the government’s honoring ot past financial obligations is a 
necessarv' j'lrecondition for current government operations. For example, it government violated its obligations and 
refused lo pay reiiremeni benefits owed lo past employees, it would find it difficult to hire curreni employees, ai least 
at their present wage rates. Similarly, if ihe government failed to pay interest on its existing debt, it would find it very 
dillicult to borrow money in the future; unable to borrow, the gov'cmment would be forced to slash benefits or 
shar|:»ly raise taxes. Thus, jiayment ol past gov'emment hnandal obligations is a necessaiy element cd current gov- 
ernment operations; it is an integral ]')aTt of the “cost of production” of current government benefits and services. 


38. Approximately 27 percent of total federal expenditure is devoted to pure public good functions; thus, 27 peicent of federal support ser- 
vice expenditure was assumed to assist public good functions. 
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As in ihe case nf lax colleciions. ihe public does not benefil direclly from ihe payrneni of pasi governmenial 
financial obligations, but the payment of those pasl obligations makes the provisi<)n of current benefits and services 
possible. Payment of past obligations is an imponanL governmental secondary function that makes primary func- 
tions possible - 

It seems reasonable, therefore, to integrate die cost of senncing past fitiancial obligations into the costs of current 
government operations and to allocate the benefits of debt sere-ice expenditures in proportion to the distribution of 
present benefit and services.^'’' fhai procedure has been used in this analysis. 

A second perspective on this issue can be obtained by considering the multi-year costs of high school dropout 
households rather than just the single -year costs. As noted, in most years in the post-war iieriod, government lias 
failed to pay fully for its activities, jj;tssing part of the cost on to future years. A significant portion of current gov- 
ernment debt represents benefits for low-skill households that w'ere financed by deficit spending in prior years. In 
a multi-year perspective, the true fiscal cost of knv-sldll households includes not merely the fiscal deficit (benefits 
minus taxes) for the current year, but the fiscal deficit of low-skill households from prior years that has been shifted 
fonvard to the present by government boiTowing. 

Conseque.mly, ibe irue cost of low-skill house.holds forihe taxpayers would include ibe portion of government 
debt obligations that can be attnbuted to past benefits for low-skill households. To calculate this, it would be nec- 
essaiy to calculate the share of govennnem debt that can be attributed to pa^ l>enefits and services for low-skill 
house.holds. a numlx^.r that would be roughly comparable to the share of total government, spending allocated on 
behalf of low-skill households in prior years. 

Calculating such a figure would be a daunting task; how'ever, review of government spending over the i^ast three 
decades suggests that the share of sjiending devoted to low-skill households lias probably not changed dramatically 
over that time. Consequently, the share of goveiTiincnt six'iiding on direct benefits, means-tested benefits, educa- 
tion, and population-based services to sup|.X)ri low-skill households in PY 2004 (19 |.xerc.ent..) can serve as a very 
rough i^roxy for the share of s]7endiiig on such households in recent decades. Tlius, the share of interest on the gov- 
ernment debt that can be attributed to past expenditures on low-sldll households is probably roughly ]:)ro]:iOTtionate 
to the share of current sf.x'nding devoted to those households. 

Estimating the Distribution of Pure Public Goods. Government pure public goods include e.xj;.xenditures on 
defense, veterans, international affairs, scientific research, and pan of S[.x'nding on the environmeni, as well as debt 
obligations relating to past public good spending. The total cost of pure public goods was divided by the whole U.S. 
population tc^ determine an average per capita cost. 

fhe share nf benefits going to low-skill households was estimated based on their share of the population; the 
average value came out at roughly S6,000 per low-skill household. (This procedure assumes that low-skill house- 
holds receive the same per ca]7ita utility from pure public good si^ending as does the general ]^o]:)ulation.) Tims, it 
might be reasonable to say that each low-skill household benefits from some S6,000 in public goods s]iending each 
year ihai it does noi pay for, but ii would be inaccurate loassume that the benefil received by low-skill households 
imposes added costs on society, r or a further discussion, see. Appendix B. 

Estimating the Distribution of Taxes and Other Government Collections. Ihe distribution of fed- 
eral and state income taxes was calculated from CPS data. The Census imputes tax payments into the CPS based 
on a household’s income and demographic characteristics and the appropriate federal and state tax rules; how- 
ever, since income is underreported In the CPS, this means that imputed taxes will also be loo lovv, fhus, the 
imputed lax payments in the CPS were adjusted to equal the aggregate income tax revenues reported in gov- 
ernment budgetar)' documents. Federal revenue totals were taken from Ana/yheu/ Pcrspecdvesi Budget of the U.S. 
Governmoit. Fiscal Year 2006^^ State and local tax and revenue data w'ere taken Irom the U.S. Census sutwey 
ot governments.^^ 


39. Financial obligations also include government employee retirement costs. 

30. OlTice of Management and Budget, .Aruiiyticai Per.sp«;uves, Budget oj Ctie United States Government, r-is,:cd Year 2006. pp. 2Q9-.32.y 
41. See iviviv,i:oisai.yovAovs/cstimcitc/i>TOOuis/_I-f*£''»f 
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I'he procedures for adjusting for the underreporting of income taxes were the same as those used to adjust for 
underreporting of expenditures. Por example, for federal income lax, let: 

T[ = total income tax reported in the CPS; 

T[ = total income tax for low-skill households reported in tire CPS; 

T(; = total income tax according to independent budgelar\-- sources; and 

Hi = number cti Ictw-skill households in the CPS. 

The share of taxes paid by lovv-skill households as reported in the CPS would equal Ti/Tf, The actual taxes allo- 
cated to low-skill households would be estimated to equal (Tf/T ) times Tj,. 

The average tax paid per low-skill household would ec^ual: 

(T| /Tf) limes 

State income taxes were adjusted for underreporting according to the same formula. 

Em]iloyees were assumed to ]'>ay both the ‘'employee'' and “employer" sliare of FICA taxes. Allocation of FICA 
taxes was estimated based on the distribution reported in the CPS, adjusted for undeTre]:iorting in the manner 
described above. 

The incidence of federal and state corporate profits tax was assumed to fall 70 percent on workers and 30 per- 
cent on owners of capital.*^^ The worker’ share was allocated according to the distribution of earnings in the CPS, 
the t.iwners’ share, according to the allocation of property income in the. CPS. 

Sales and excise, taxes were t-issumed to fall on the consumer; uix payments were estimated based on the share 
of total consuni]ition of relevant commodity or commodities in the Consumer Exi^endimre Suivey. For example, 
since the CEX re]:torted that households headed by ]5ers(.:>ns without a high school degree consumed 18.2 ];)ercent of 
the sales of tobacco products, these »tme households were estimated to pay a corresponding 18.2 percent of all 
excise and sales taxes on tobacco products. Additional informaiicm on specific taxes is provided below. 

Specific Calculations on Expenditures 

'Ihe average cost of government benefits and services per low-skill household was calculated for 50 separate 
expenditure categories, The algoriibms employed for each c.aiegor)' are descri}.x*d below’, and the specific calcula- 
tions are shown in Appendix Table A-4. 

Calculations for Specific Direct Benefit Expenditures. 

• Social Security Benefits. StK'ial Security benefits for individual households were calculated using dol- 
lar benefit values reported in the CPS. Adjustments forundcrrcpomng of benefits in ihe CPS were made 
using the procedures described above. 

• Medicare. The value of Medicare Ixuiefiis per household was calculated based on data in the CPS. 'I'he CPS 
calculates the value of Medicare coverage for an individual as equal to the average, cost per eligible beneficiary 
Adjustments fur imsrcporiing of benefits in the CPS were made using ihe prcK-edures described above.^ ^ 

• Unemployment Insurance Benefits. Unemploxnnent insurance benefits tor indiridual households 
were calculated using dollar benefit \ralues reported in the CPS. Adjustments for underre]*)OTting of ben- 
efits m the CPS vvere made using the procedures described abo^'c. 

• Workmen’s Compensation. Workmen’s compensation benefits tor indiridual households were calcu- 
lated using dollar benefit values reported in the CPS. .Adjustments for imderreponing of benefits in the 
CPS were made using the procedures described above. 


42. William C. Randolph, "InteiTiationai Burdens of the Corporate Income Tax,” Congressional Budget Office Morlcirug Paper No. 2006-09, 2006. 
4.5. In i.he cctse ol Medicare, ihe CPS aciually slightly overreporls the lolal cost of benefiLs; ihcrclore, in this case, ihe ad|ustmeni procedure 
results in a small reduction in Medicare costs per household compared to the CPS data. 
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• Other Federal Reiiremeni Programs. This category includes Railroad Reiiremeni and ihe Black Lung 
Disabilily I'rusi F und, Benefiis for individual households were calculated using dnllar values reported in 
ibe CPS- Adjustments Tor underreporting of benefits in the CPS were made using ibe procedures 
described above. 

• Agricultural Subsidy Programs. Low-skili households were assumed to receive zero benefit horn these 
programs. 

• Deposit Insurance. Net expenditure for this category is very'- low; low-skill households were assumed 
lo receive zero benefit. 

Calculations for Public Education. 

• Public Primary and Secondary Education, t he average cost of public education services was calcu- 
lated in a somewhat different manner since the CPS reports whether an indmdual is enrolled in a public 
school but does not report the cost of education seT\aces provided. Data from the October 2004 CPS 
were used to detennine enixtllment in public schools, while data from the Census survey of governments 
were used in calculate the avemge per pupil cost of public primary and secondary education in each 
siaie.'^^ the total governmental cost of primary- and secondary schooling for each bnusehold was then 
estimated by multiplying the number of enrolled pupils in the household by the average per pupil cost 
in the state where the household lesides. 

This procedure provided an estimate of total public ptimary^ and secondary education costs for the 
whole population and the percentage of total costs going to low-skill households. The percentage of 
costs going to low -skill households was multiplied by the exi-tenditure total for ];)rimary and secondary 
education from inde]->endeni budgetary- sources, this yielded an estimate of aggregate primary and sec- 
ondary public school expenditures for low-skill households. Average per household costs of public pri- 
mary and secondary education were calculated by dividing the total costs of low-skill householdsby the 
overall number of such households. 

• Public Post-Secondary Education. Public costs h)r pt>st-secondaiy education were allocated using the 
same procedures used for primary and secondary expenditures. 

• Other Education. These state and local costs were alltKatcd in proportion to the low-skill households’ 
share ot the general ]')oimlaiion. 

Calculations for Specific Means-Tested Benefit Expenditures. 

Means-Tested Expenditures in General. Aggregate figures on federal means-iesied expenditures were taken 
from Office of Management and Budget totals in Historiced Tabks, Budget 0 / flic L’nlted Sttvfes Cuvd'rn.mt-?it Flsccd Year 
2006. (See Appendix Table A-1.) Federal expenditures on indivndual means-tested programs are presented in 
A]7pendix Table A-4 and were taken Irom the Congressional Research Sen-ice re^xur, Cash and Noncash Benefits for 
Persons with Limited Income; Eligibility Rules, Recipient and Expenditure Data, FT2002-FY2004. 

Figures on specific stale and local ineans-tesied expenditures are presented in Appendix Tables A-2,A, .A-2B, A- 
2C, and A-4 and were taken troin the CRS rei')ort. These figures exclude state means-tested exi^enditures tinanced 
b)' federal grants. An estimated $2.5 billion in state-run General Relief programs was included in the ''public assis- 
tance” caiegory in Appendix Table .A-4; these expenditures do not appear in the CRS report Ix-.cause they lack a fed- 
eral coniponeni. 

The tc^tal means-tested expenditure figure of $550.9 billion, presented in Appendix Table A-3, excludes means- 
tested veterans benefits (which are counted as public good spending) and most means-tested educational spending.’’’- 

Medicaid Expenditures in General. I'he Medicaid SlalisLical Information System (MSIS)^'’^ reports Medicaid 
expenditures for four recipient groups: children; disabled, non-elderly adults; able-bodied, non-elderly adults; 


44. Data from U.S. Census Bure.iu. Governments Division, Public Education Finances, 2004, issued 20CK5. 

4:>. The means-tested spending total does include Head Stan. 
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and elderly adulls. The MSIS data further divide expenditures in each of the four recipieni caiegnries inin expen- 
ditures for recipienis in ihe general population and expenditures for recipients in long-ierm care insiiluiions, 
which include nursing faciliiies (NF) and intermediate care facilities for the mentally handicapped (ICF-MR), This 
)delds eight overall Medicaid recipient categories; separate expenditure calculations were made for each of these 
cdght categones. 

• Elderly Medicaid Recipienis in Long-Term Care Insiiluiions. Medicaid expenditures for elderly 
persons without a high schoid diploma in long-term care institutions were estimated according to 
four steps. 

Fii st. institutional long-ienn care expenditures on recipients ot unkntiwn reciinent status were im]iuted 
into the four known recipient categories of persons in institutions on a pro rata liasis. 

Second, institutional long-tenn care expenditures (nursing facility plus ICF-MR spending) as repoitedin 
the MSIS are facility expenditures and do not reflea Medicaid spending on anallary medical serMces 
(such as inpatient hospital, physician, and prescription dings sercnces) used by institutional long-tenn 
care recipients. On average, ancillary medical spending is estimated to be about 16 percent of facility 
expenditures across the four recipient groups."^ 'lb calculate the adjusted insiiiuiional long-tenn care 
expenditures that would include both facility and ancillar>' spending, MSIS-based nursing facility and 
ICf-MR exj.iendittires are multiplied byafactorof 1.16. 

Third, loial Medicaid expenditures reported in the MSIS fall short of total expenditures reported by the 
Congressional Research Serxice."^^ To compensate for this shortfall, the expenditure, total calculated in 
stage 2 was multiplied by the ratio of CRS total Medicaid expenditures divided by MSIS total exj^endi- 
tures; this yielded an adjusted institutional long-term care ex^'ienditure total (ALCET) for elderly per- 
sons in long-term care. 

fourth, the National Long Term Care study showed that some 59 percent of elderly Medicaid recipienis 
in nursing facilities lacked a high school diploma. In addition, all elderly persons in ICF-MR were 
assumed to lack a high school diploma. Biised on their shanj of Medicaid recipients in long-term care 
insiiluiions, elderly {.>ersons without a high school diploma were, assumed overall to receive 59.9 per- 
cent of the adjusted long-term care expenditure total (ALCET) for all elderly persons in institutional 
long-tenn care. 

• Noil-elderly Medicaid Recipients in Long-Term Care. Medicaid expenditures for non-elderly persons 
wiihouL a high school diploma were estimated according to four steps similar lo those used for ihe elderly. 

First, institutional long-term care expenditures on recipients of unknown recipient status were imputed 
into the four known-eligibility recipient categories on a pro rata l^sis. 

Second, institutional long-term care expenditures (nursing facility plus ICT-MRstyrnding) as reponed in 
the MSIS are facility expenditures and do not reflect Medicaid spending on ancillary medical serxices 
(such as injiatient hos]:»ital, i:>hysiLian, and prescription dmgs serxices) used by institutional long-tenn 


46. Calculalions la lliis appendi.\ are based on FY 2003 MSIS dala, U.S. Depanmeni of Ile;Uih and Human Services. Centers for Medicare 
and Medicaid Sfci\kf« \1 ih aw &■ S-kdj/:aid Suimlkal SupplaruTil, 2QQ6. Medicaid Tables i4.i-i4.27, at vwnu'?Ti.i.i7;ii.ycn.yMcfi/c'a?vATd- 
ii6'i.TS((j(_Supp/L'i. ( ni M 1 1 sp') lii:r’l\pe.=Twm'&jilL€rByDlD^99&%orLByDlD=l&wrlOr(kr=a^(tvi:iing&ii<.'rnlD=CSiS1190(-'31&iniNtnv}\r- 
Ta^c=10 idebraaiv 2»' .I'Opi 

47. The 16 percent lis^ure was taken Irom Anna Sommers cLah, “Medicaid’s Long-Term Care Beneliciariesi An Analysis ol Spending Pat- 
terns ” Kaiser Commission on Medicaid and the L.ninsured, 2006, Table 2. The study used MSIS 2002 dala. 

48. MSIS ex[:»endilures lall short i.d actual Medicaid expenditures because ol rls accounting system and loecaiise the MSIS does not include 
disproportionate ptovider paptienrs, some supplemental paymients, and adm1nist.ranvc costs. In addition. Medicaid expenditure calcu- 
lations for the dlfferenr teclpiciit groups are bas^td on published IT'’ 200.3 data. .Assuming that, each recipient groups share of spending 
did nor vaiy troin 2003 to 2004. FY 2003 expenditure figures were also adjusted to equal actual TV 2004 spending levels as reported by 
the CRS. Step .> in this csnmatmn process accounted for both adju-stments at once. 

49. Vational I.ong Term Care Study (Ni JCS), 1999 public use dataset. Produced and dist.nbured by the lOuke I.'niversity Center foi Demo- 
graphic Si Lidies wilh funding irom the National institute on Aging under GranI No. I.i01-AG00719S. The Nl.TCS is a nationally repre- 
sentative sample of individuals ages 65 years and older in long-tenn care facilities. 
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care recipienis. On average, ancillary medical s_pending is eslimaied lo be abnui 1 6 perceni of faciliiy 
expenditures across ihe four recipieni groups.^^ 'lb calculate ihe adjusted institutional long-term care 
expenditures that would include boih faciliiy and ancillary- spending. MSlS-l.iased nursing facility and 
ICF-MR expendimres were mulripliedby a factor of 1.16. 

Third, total Medicaid exjiendimres reported in the MSIS fail short of total expendimres rejiorted by the 
Congressional Research Service, lb compensate for this, the expenditure total calculated in stage 2 was 
multiplied by the ratio of CRS total Medicaid expenditures divided by MSIS total expenditures; this 
yielded an adjusted institutional long-term care expenditure total (ALCET) for non-elderly persons in 
long-tenn care. 

romtl;., the share of ad justed institutional long-term care expenditure for non-elderly persons that went 
to persons whthout a high school diploma was then estimated. Of the total adjusted Medicaid expendi- 
tures tor non-elderly recipients m institutional long-term care, .52.3 percent was spent on indiv-iduals 
residing in mteimediate care lacilities for the mentally handicapiied (ICF-MR) ; all beneticianes in these 
facilities were assumed to be without a high school diploma."''^ Some 6,8 ]:)ercent of exjtenditures went 
to non-elderly persons who lacked a high school diploma and who resided in nursing facilities. Alto- 
gether. .59.1 percent of Medicaid expenditures on non-elderly persons in institutional long-tenn care 
went to iiersons who lacked a high school diploma. 

• Medicaid Expenditures on Elderly Persons in the. General Population. Medicaid expenditums for 
elderly persons residing in low-skill households wen.’ calculated as follows. 

First, total Medicaid exjienditures reiioned in the MSIS fall short of total exjienditures reported by the 
Congressional Research Sendee. To comj'tensaie for this, Medicaid expenditures tor elderly ]iersons as 
reported in the MSIS were multiplied by the latio of CRS total Medicaid expenditures divided by MSIS 
loial expenditures. 

Second, the adjusted long-term care expenditure total (ALCET) for elderly persons in long-term care, 
insiiiuiions wassubiracied from the produci calculated in stage 1 . The remainder equaled expenditures 
on the non-insiiluiional elderly. 

Third, the percent of Medicaid expenditures on the non-institutkmal elderly going to persons in low- 
skill households was calculated trom CPS data; this jieTcentage was ap]ilieci to the remainder in stage 2 
to yield Medicaid ex]:>endiiures for the non-institutional elderly going to low-skill households. 

The formula for Medicaid expenditures for elderly persons in low-skill households in the general pop- 
ulation would be as follows. Let: 

= Medicaid exj-'cnditures for elderly persons residing in low-skill households in the 
general populaiion; 

= Total Medicaid expendimres on the elderly according to MSIS data; 

= Medicaid expenditures on the elderly in long-temi care itistimtions; 

/V)5/5[ = Total Medicaid expenditure according to MSIS data; 

CRSf = Total Medicaid expendimre according to Congressional Research Serxhee data; and 
CPS^, = Share of Medicaid expenditures for elderly peisons in the CPS going to elderly per- 
sons residing in low-skill households. 

"50. The 1 6 percent figure came from Anna Sommers iJt a/. , “Medicaids l.ong-Tcnn C.are Beneficiaries: .An Analysis of Spending Patrerns,’' 
Kaiser Commission on Vledicaid and rhe Uninsured, 2006, Table 2. The Kaiser srudy used MSIS 2002 dara. 
ol . Per more information on KT-MR lacilities, sec vvvvrttc/n.s.fifi.s.goy/CeTiifii:aCii9tmniiG)mp[iani:/09_7CrMfc.i;i.sp (.March 7, 2007T 
52. To derive this figure, the percent of non-elderly adult recipients without a high school education in long-term care nursing lacilities was 
assumed to equal that ol the general IJ.S. population: about 14 percent in 2004. U'.S. CenstLS Bureau, Current Population Survey, P.du- 
calional Aiiainment in ihe l.inited Slates: 2004, Table 1, uLwww.CimsLLS.go\'/popLilaium/s(.'Lde:nw/i:dLu:imi}n/i.ps200-T/Lah01-0Lxh (March 2, 
2007). 
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Medicaid expendilures for elderly persons residing in lovv-sldll househulds in ihe general populaiion 
can then be calculated as; 

= (Mpf - times CRS/MSISf fimes CPSg 

Medicaid Expendilures on Children in ihe General Population. Medicaid expendilures fur children 
residing in low-skill households were calculated with the same three -step j^rocedure used ior elderly 
persons in the general population. 

First, total Medicaid expendilures reponed in the MSIS fall short of total expendilures reported by the 
Congressional Research Servdce. To compensate tor this. Medicaid expenditures lor children as reported 
in the MSIS were multiplied by the ratio of CRS total Medicaid expenditures dixnded by MSIS total 
ex]iendimres. 

Sccoriil, the adjusied long-term care expenditure total (ALCEi') for children in long-term care insiiiu- 
lions was subtracted frcmi the product calculated in stage 1. The remainder ec[ualed Medicaid expendi- 
tures on non-instituticmalized children. 

TMfd. the percent of Medicaid expenditures on non-institutionalized children going to children in 
low-skill households was calculated from CPS data; this percentage was applied to the remainder 
in stage 2 to yield Medicaid expenditures for the non-institutional children residing in low-skill 
households, 

Medicaid Expenditures on Able-bodied Adulis in the General Population. Medicaid expenditures 
for able-bodied aduUs residing in Inw-skill households were calculated wiih ihe same ihme-siep proce- 
dure used for elderly persons in the general population. 

Fir:;!;, total Medicaid expenditures reponed in the MSIS tall shon of total expenditures reported by the 
Congressional Research Service, To compensate for this, Medicaid expiendilures for able-bodied adults 
in the general population as reported in the MSIS w'cre multiplied by the ratio of CRS total Medicaid 
ex]ienditures dmded by MSIS total exi'ienditures. 

Second, the adjusied long-term care expenditure total (ALCC'C) for able-bodied adults in long-term care 
institutions was subtracted from the product calculated in stage 1. ihe remainder equaled Medicaid 
expendilures on non-institutionalized able-bodied adults. 

Third, the percent of Medicaid exT>enditures on non-institutionalized able-bodied adults going to able- 
bodied adults in lovv-skill households was calculated from CPS data; this percentage was applied to the 
remainder in stage 2 to yield Medicaid expenditures for the non-insiiiutionalized able-bodied adults 
residing in Icwv -skill households. 

Medicaid Expendilures on Disabled Adults in ihe General Populaiion. Medicaid expendilures for 
disabled adults residing in low-skill households were calculated with the same three-step procedure 
used for elderly persons in the general population. 

Fir.sf, total Medicaid expenditures repotted in the MSIS fall sln)rt ot total exjienditures re]7orted by the 
Congressional Research Service. To compensate for this, Medicaid exixtnditures for disabled adults in 
the general population as reported in the MSIS w-ere multiplied by the ratio of CRS total Medicaid 
expenditures divided by MSIS total expenditures. 

Second, the adjusted long-tenn care expenditure total (ALCET) for disabled adults in long-teim care 
inslilulions was subtracted from the product calculated in stage 1. ihe. remainder equaled Medicaid 
expendilures on non-inslilulionalized disabled adults. 

77ii)d. the percent ol Medicaid expenditures on non-institutionalized disabled adults going to disabled 
adults in low -skill households w^as calculated from CPS data; this percentage was apjilied to the remain- 
der in stage 2 to yield Medicaid expendilures for the non-inslilulionalized disabled adults residing in 
1 o w-sl< ill h I jusehol ds . 
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Food Siamps- I'he Pood Siamp Program isa means-lesied program. Benefits for individual hnuseholds 
were calculating using dollar benefit values reported in the CPS. Adjustments for underreporting of food 
stamp benefits in the CPS were made using the procedures descrilx’d above. 

Supplemental Security Income (SSI). SSI is a means-tested program. SSI benefits tor indMdual 
households were calculated using dollar benefit values reported in the CPS. Adjustments tor undene- 
porting of benefits in the CPS were made using the procedures described above. 

The Earned Income Tax Credit (EITC). The EITC is a means-tested program supporting low-income 
working families with children. Dollar values ol EITC benefits are calculated by the Census tor each eli- 
gible household and imjmtetl into the CPS data files. For the present analysis, EITC benefits tor indi- 
vidual households were based on the dollar benefit values reported in the CPS. Adjustments for 
underreporting of EITC benefits m the CPS were made using the procedures described abo^'e. 

Public Housing Subsidies. There are a number of federal means-tested housing benefit programs. Pub- 
lic housing benefits for individual households w^re determined using del lar benefit values reported in 
the CPS. Adjustments for underreporting of benefits in the CPS were made using the procedures 
described above. 

Public Assistance. Public assistance covers cash benefits from the Temporary Assistance to Needy Fam- 
ilies (TANF) program and General Relief programs."'^ Public ^issisuince benefits were determined for 
individual households using dollar benefit values reported in the CPS. xAdjusuneiiLs for underreporUng 
of benefits in the CPS were made using the procedures described above. 

Energy’ Assistance. Energy assistance is a means-tested benefit program. Benefits for individual house- 
holds were determined using dollar benefit values reported in the CPS. Adjustments for underreporting 
orbe-nefiLs in the CPS were made using the procedures described above. 

Women, Infants and Children (WIC) Nutrition Program. WIC is a means-tested program subsidiz- 
ing food consumption lor low-income pregnant women and low -income mothers with infants and small 
children. The CPS i'e]:)ons receipt of WIC benefits by households but gives no dollar value. The share of 
total WIC spending going to low-skill households was assumed to equal the share of WIC recipients in 
the CPS in kiw-skill households. 

Day Care Assistance. Federal, state, and local governments provide day care assistance to low-income 
parents through a variety of means-tested programs. The CPS re.poris receipt of day care assistance by 
households but gives no dollar value. The share of total day care spending going iol(.)w-skill households 
was assumed to equal the share of day care recipients in the CPS in low-skill households. 

Indian Health Services. Indian Health is a means-tested aid program. The CPS rei')orts receipt of Indian 
Health benefits by households but gives no dollar value. The share of it>ial Indian Health spending going 
to low-skill households was assumed to equal the share of Indian Health recipients in the CPS in low- 
skill households. 

Training. The CPS reports whether an individual participates in government job training programs but 
assigns no cost to this |.>ariicipaiion. 'I'he share of total means-tested training spending going to low -skill 
households was assumed to equal the share of training-participant recipients in the CPS who lived in 
low-skill households. 

Other Means-Tested Aid. Altogether, the federal government operates some 70 different means- 
tested aid programs. I'he CPS contains data on household uiiliztiiion of 1 I of the largest programs, 
which cover 93 percent of overall means-tested spending, but provides no data on the smallet 
programs. Allocation of benefits from the remaining means-tested programs was estimated in the 
f 0 1 1 o wi n g m an n e r. 


53. Tlie state and local expenditures on public assistance presented in Appendix Table A— 4 include data and state TANF spending taken 
from the Congiessional Research Semce and an estimated S2.3 billion in state and local spending on General Relief. 
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Firs/, ihe share of reported Lolal spending for ihe 1 1 means-iesled programs covered by the CPS going 
to households headed by persons wilhouL a high school degree was deiermined. 

Sccond, the low-skill households weie assumed to rcceive a share of the means-tested benefits trom the 
remaining unre]ioned ]nograms equal to their share of all exiienditures on reported means-tested pro- 
grams in the CPS. 

Third, once the estimated total benefits from these residual programs received l.iy low-skill households 
as a whole was calculated, an average value per low-skill household onild be computed. 

Specific Calculations for Population-Based Programs. 

• Highways and Roads. Utilization of roads, highways, and parking facilities by low-skill households was 
assumed to be proportionate to their share of gasoline expenditures in the CCX. 

• Mass Transit Subsidies. Lt>w-skill households were assumed to utilize mass transit in proportion to 
their share ot expenditures on public transportation as repotted in the CEX. 

• Air Ti-ansportation. Low-skill households were assumed to receive minimal benefit from government 
spending on airj^orts and air travel. The low-skill household share of this spending w^as arbitrarily set at 
2 percent ot total exiiendiiures. 

• Sea and Inland Poii Facilities and Other Ground Transportation. The sham of these expenditures 
benefiting low-skill households wi-is assumed to equal their share of total consumption in the CEX, 

• Other Federal Ground Transportation. Low-skill households weie. assumed to receive none of the 
benefits of this spending. 

• Justice, Police, and Public Safety. These programs provide, a general henefii to entire communities. 
These expenditures were assumed to have a uniform per capita value across the entire population. Tlie 
share of expenditures benefiting low-skill households was assumed to be equal to their share of the total 
population. 

• Population-Based Expenditures on Resources, Sanitation, and the Environment. This category 
covers spetiditig on parks and recreation, sew’age and waste management, pollution control, natural 
resources, and public utility exix’nditures that are not financed through user lees. These expendi- 
tures were assumed to have a unifonn per capita value across the entire population. The share of 
expenditures benefiting Inw-skill households was assumed to be equal lo their share of the loial 
population, 

• Public Utility Spending for Water Supply. These exi>enditures represent expenditures on public water 
supply beyond those financed through user fees. The low-skill households’ share of this spending was 
assumed to equal the group’s share of expenditures on water in the CEX. 

• Public Utility Spending for Electric Power Supply. Tlrese expenditures represent expenditures on 
public electric ]')ower beyond those financed thixough user tees. The low-skill households' share ol this 
spending was assumed to equal the group’s share of expenditures on electriaty in the CCX. 

• Public Uiiliiy Spending for Gas Supply. These expenditures represent e.xpenditures on public gas 
supply beyond those financed with user fees. The low'-sldll households’ share ot this spending was 
assumed to equal the group’s sliare of expencUtures on gas supply in the CEX. 

• Pollution Control and Abaiemeni. Ihe analysis assumes that expenditures on pollution control 
watuld be pr^ipcnticmate to a household’s propensity to pollute and that a houselndd’s propensity to 
pollute w\>uld be proportionate to its share of overall consumption. In consequence, low-skill ln)use- 
holds’ share of pollution control expenditure w’ould be proportionate to the group’s share of total con- 
surnpiion in the CCX. 

• General Health. This categor)' includes spending on mental health, substance abuse, and public 
health. These expenditures wirre assumed to have a unifonn per capita value across the entire popu- 
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laiiiiin. 'I'he share of expenditures benefiling low-skill households was assumed to be equal to their 
share of the loial populat.ion. 

• Consumer and Occupational Health. These expenditures were assumed to have a umlorm per capita 
value across the entire ]iopulation. The share of expenditures benehting low-skill households was 
assumed to be equal to their share of the total population. 

• Protective Inspection and Regulalion. I'hese expenditures were assumed to have a uniform per capita 
value across the entire population. The share of expenditures benefiting low-skill households was 
assumed to be equal to their share of the total population. 

• Community Development. Ihese expenditures were assumed to have a uniform per capita value 
across the entire population. The share ofexpendilures benefiting low-skill households was assumed to 
be equal to their share of the total population. 

• Miscellaneous Spending. This caiegoty includes labor services, activities to advance commerce, posial 
service, and libraries. These exj.x'.ndiLures w-ere assumed to have a uniform per capita value across ihe 
entire population. The share of expenditures benefiling low-skill households was assumed lu be equal 
to their share of the total pc>pulation. 

Specific Calculations for General Government Support Services for Other Government Programs. 

• General Government/Administraiive Suppori Functions at the Slate and Local Levels. I his caie- 
gi.iry consists mainly of administrative services in suppori of other govern rneni functions. It. includes tax 
and revenue collection, lottery administration, budgeting, central adminisiraiion, legislative functions, 
tmst fund administration, central administration, and legislative functions. These activities do not pro- 
vide benefits or services to ihe general public, but rather provide support for (xher programs that do 
directly affect the public. For example, lax collection d<:K?.s not dire.ctly benefit, anyone but. is necessary 
to provide funding for all other programs that do provide bctieFiLs and services to die public. Since the 
purpose of these support functions is to sustain other go\x‘mmeni programs, the costs for administrative 
su]:)'|^on services was allocated according to the share of overall state and local direct benefits, means- 
lesied benefits, education, and populaiion-based services received by a household, 

• General Government/ Administrative Support Functions at the Federal Level. Like the previous cat- 
egory, this category includes tax collection activity, legislative functions, and other administrative suiiport 
activities; and like the iirevious category these activities do not directly benefit the jiublic, but mther sus- 
tain all other government activities. In FY 2004, some 27 percent of loial federal spending was allocated 
to pure public good functions. Therefore, 27 percent of federal general governmeni and adminisiraiive 
suppori spending was estimated to be in support of pure public good functions. The remaining spending 
was allocated among households according to the sliare of all federally funded direct benefits, means- 
tested benefits, education, and pnpulaiion-based services received by a household. 

Specific Calculations for Financial Obligations Relating to Past Government Activities. 

• Federal Financial Obligations. This category includes interest pa)mients on the iederal debt and 
ex]ienditures on Iederal employee retirement. These expenditures do not directly benelit the jiublic, but 
rather sustain all other government activities. In FY 2004, some 27 percent of total federal spending was 
allocated to pure public good functions. 'Fherefore, 27 percent of fe'deral financial obligations were esti- 
mated to be in support of pure public good functions. The remaining s[X'nding was allocated among 
households according to the share of all direct and means-tested benelits, education, and po]^ulatn>n- 
based sendees received by a household. 

• State and Local Financial Obligalions. Ibis category- includes iniercsl payments on the state and local 
debt and expenditures on state and local employee retirement. These expenditures do not directly ben- 
efit the public, but rather sustain all other government actmties. S|X'nding was allocated amcmg house- 
holds according to the slrare of ah direct and means-tested benehts, education, and poimlation-based 
services received by a household. 
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Specific Calculations for Public Goods Expenditure. This categor>’ includes spending on national defense, 
iniernaucnal affairs, science and scientific research, veterans programs, and natural resources and the environineni. 
'I'hese expenditures were assumed to have a uniform per capita value across the entire population. 'I'he share of 
exiiendimres benefiting kiw-skill households was assumed to be equal to their share of the total ]:)opulation. 

• National Defense. National defense is a pure public good. Defense expenditures were assumed to have 
a uniform per capita value across the entire populalitin. 'the share, of expenditures benefiting low-skill 
households was assumed to be equal to their share of the total population, 

• Veterans Programs. S]x^nding tm veterans programs represents a cost related tt) ]iast ]iublic goods ser\nces. 
These exi:>endituies were assumed to ha\^ a unifonn ]^r capita value actoss the entire ]io]:)ulation. The share 
of expenditures benefiting low-skill households was assumed to be equal to their share of the total population, 

• Science and Scientific Research. These expenditures were assumed to liave a unitorm per capita value 
across the entire population. The share of expenditures benefiting low-skill households was assumed to 
be equal lo ibeir share of (he loial population. 

• International Affairs. These expenditures were assumed to have a unitonn per capita value across the 
entire iiopulation. The share of exioenditures benefiting low -skill househctlds was assumed to be equal 
to their share of the total population. 

• Natural Resources and the. Environment. These exjiiendiiures represent an esiiniate of pure public 
goods spending on the environment such as preserv-ation of species and wilderness. Parks, recreation, 
and pollution abatement acli\'ities are not included in this categor)^ because the cost of those activities 
will lend to increase as the population increases. 'Ihe environmental expenditures in this category were 
assumed to have a uniform per capita value across the entire population. 'Ibe share of expendiiure.s ben- 
efiting low-skill households was assumed to be equal to their share of the total population. 

• Expenditures on Administrative Support Functions That Assist Governmental Public Good Func- 
tions. Some 27 percent of federal government si'iending in PY 2004 went to public good functions; 
therefore, it is assumed that 27 percent of federal administrative support spending also was devoted to 
backing public goods functions. 

• Financial Obligations for Past Ehiblic Good Functions. This category includes interest payments on 
the. federal debt and federal employee retirement costs. These, are obligations that, result from federal 
activities in prior years. Tlie public good share of these, (ibligaiions would be equal to the public good 
share of total federal spending in prior years. In FY 2004. some 27 percent of federal spending went to 
public good functions. The analysis assumes that 27 of federal spending in past years also went to public 
good functions; therefore, the public good share of spending on past financial obligations is assumed to 
equal 27 percent of the full costs of past financial obligations. 

Specific Calculations for Taxes and Revenues 

•Average payments per Inw-skill household w'ere calculated for 33 specific lax and revenue categories, fbe algo- 
rithm used for each revenue category is described below', and the calculaiions for each category are presented in 
Appendix Table A-5. 

Specific Calculations for Federal Taxes and Revenues. 

• Federal Individual Income Tax. The distribution of federal income taxes was calculated from CPS 
data. The Census imputes tax payments into the CPS based on a households income and demo- 
grajihic characteristics and the appropriate federal income tax rules; however, since income is under- 
reported in the CP5, this means that imputed taxes whll also be too low. Thus, the imputed tax 
payments in the CPS vvere adjusted so that aggregate tax revenuesequaled those reported in Anu/y/icu/ 
Peusprchvfs, Cudgel oj the U.S. GovernmenL, Fiscal Year 2006. Adjustments for underreporting of tax 


54. Office of Mamgenient and Budget, Aiw/vticaf Perspa'Cives, Budget of the Unitsd States Gayemment, Fiscal Yca> 2006. pp. 299-323. 
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paymenis in ihe CPS were made using ihe procedures used for adjusting benefits for underreponing 
as described above. 

Federal Insurance Contribution Act (FICA) Taxes. Employees were assumed to pay both the 
"enipktyer” and “eni]:)loyee” sliare of FICA taxes. Data on the distribution ot FICA tax were taken frtini 
the CPS. The Census imputes FICA tax values into the CPS based on reported earnings. Adjustment tor 
underreporting was done in the manner previously described. 

Federal Corporate Income Tax. There are many conflicting opinions on the incidence of corporate 
income tax. The tax may he paid hy owners, workers, consumers, c^r a combination ot all three. For 
example, the Congressional Budget Office has tradttionally assumed that the burden ot this tax was tully 
l.)orne by the owners of businesses; however, a recent CBO analysis concluded that in a conipeiilive 
intemational emaronment, 70 pement of the cost ofthistaxwasmfact shifted to workers. As a whole, 
workers wall expenence lower wages as a result of the tax. 

'I'his study uses the conclusions of this recent CBO analysis, assigning 70 percent of the federal cori:>o- 
rate income tax burden to workers and 30 percent to ow'ners; ihisall(K'aiion increases the estimate of the 
average taxes paid by low-skill households. 'I'he distribution of the w'orkers’ share nf the. lax Imrden was 
estimated on the basis of the distribution of earnings reported in the CPS. The share of federal corporate 
income tax borne by workers in low-skill households w^as asisumed to be proportionate to the share of 
lotal earnings reported by low'-skill households in the CPS. The distribution of the owners’ share of the 
tax burden was estimated on the basis of the disiribiuion of pro^x’.riy income (dividends, interest, and 
rent) in the CPS: the share borne by workers in low-skill households was assumed to be proportionate 
to the share of total properly income reported by low-skill households in the CPS. 

Federal Receipts for Unemployment Insurance. This tax w’as assumed to fall on workers. The share 
paid by low-skill workers w'as iissume.d to equal iheirshare of earnings in the CPS. 

Federal Highway Trust Fund Taxes. This tax was assumed to tall half on the private owners of motor 
vehicles and half on businesses. The business share w'as further assumed to fall half on consumers and 
half on (.)wners. Overall, the lax was assumed to fall 30 perc.e.ru on private, motor vehicle, operators, 23 
percent on consumers, and 25 percent of owners of businesses. The portion of the tax paid by private, 
motor vehicle operators that fell on low-sldll households was assumed to equal those households’ share, 
of gasoline consumption as reported in the CQX. 'I'he portion of the tax paid by consumers that fell on 
low-skill households was assumed to be proportionate to those households' share ot total consuini-jtion 
as reported in the CEX. The portion of the tax paid by business owners that fell on low-skill households 
was assumed to he proportionate to those households’ share of pre^perty incenne (interest, di\adends, 
and rent) as re]:)orted in the CPS. 

Federal Airport and Airways Taxes. Low-skill households probably use air travel infrequently, Ihey 
were assumed to pay 2 [XTcem of these taxes and to utilize a corresponding 2 percent of government air 
travel expenditures. 

Federal Excise Tax on Alcohol. This tax was assumed to fall on the consumers of alcohol. The share 
of the tax borne by low-skill households was assumed to be proportionate to those households’ share of 
the total consumptiem ol alcohol products as reported in the CEX, 

Federal Excise Tax on Tobacco. This tax was assumed to fail on the consumers of tobacco products. 
The share of the lax borne by low-skill households was assumed to be proportionate to those house- 
holds’ share of the total consumption of tobacco products as reported in the CLX. 

Federal Excise Tax on Telephones. This tax w'as assumed to tall on telephone users. The share ol the 
tax bt)Tne by low-skill households was assumed to be proportionate to those households’ share of the 
total consumption of telephone products as reported in the CEX. 


5:'>. Ranciolph, "International Burelens of the Coi'poiate Income Tax.” 
56 . Based otr information prowded by the Tax Foundation. 
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• Federal Excise Tax on Transportalion Fuels. I'his lax was assumed lo fall on ihe consumers of irans- 
ponaiion fuels. iTe share of ihe lax borne by low-skill households was ;issurned lo be proporiionaie lo 
ihose households’ share of the Lolal consumption of fuels as reported in ihe CEX. 

• Other Federal Excise Taxes. These taxes wrere assumed to fall on consumers in general. The share of 
tax borne by low-skill households was assumed to be proportionate to those households’ share of the 
loial consumpiion as reported in the CEX. 

• Federal Gift and Estate Taxes. Low-skill households were assumed to pay none of these taxes. 

• Federal Customs, Duties, and Fees. These taxes w'^ere assumed to fall on consumers. The share of tax 
borne by low-skill households was assumed to be proportionate to those households' share of the total 
consumpiion as reported in ihe CCX. 

Specific Calculations for State and Local Taxes and Revenues. 

• Siaie Individual Income Tax. This lax was estimated in ihe Sitime manner as ihe federal individual 
income lax. Siaie income lax daia reported in the CPS are calculaied using ihe lax rules of ihe indi- 
vidual Slates. 

• State Corporate Income Tax. This lax was estimated in the same manner as the federal cor|:)orate 
income lax. 

• State and Local Property Taxes. Property taxes were assumed to tall iiartly on businesses and ]:)anly on 
owner-occupied and rented dwellings. The tax falling on businesses was assumed to be jiaitiy borne by 
owners and paitly passed on to consiiinei's. (.>\-erall, 50 percent of the tax w'as allocated to households 
as home owners and reniers; ihe share of ihis (ax paid by low-skill households was assumed to be pro- 
poriionaie lo ihese households’ share of paymems for shelter costs in the CEX. Another 25 percent of 
pro]ierty taxes wns assumed to be paid by owners of capital; the share paid by low-skill households was 
assumed lo be proporiionaie lo these houseliolds’ share of dividends, inierest, and rent income in the 
CPS. A final 25 percent of property lax was assumed lo ire passed on from businesses lo consumers; the 
share of this burden borne by low-skill households was assumed lo be ecpial lo iheir share of toial con- 
sumption as reponed in the CEX, 

• Siaie and Local General Sales Taxes. These laxes were assumed lo fall on consumers. The share ihai 
low-skill households paid was i-issumed lo be proporiidnaie lo iheir share of ihe consumption of non- 
e.xempi goods and sendees as reported in the CEX. Items routinely e.xempted from sales Lax coverage 
include food eaten at home, housing expenditure, utilities, fuels, gas and motor oil, ]:iublic services, 
healih care, education, cash cnniribuiions, and personal insurance and pension paymems.'’'' 

• State and Local Tax on Motor Fuel. Tliis tax was calculated in the same manner as the federal Highway 
Tmst Fund ta.xes. 

• State and Local Sales Tax on Alcohol. This tax w'as estimated in the same manner as the federal excise 
tax on alcohol. 

• Siaie and Local Sales Tax on Tobacco. I'his lax w-aseslirnaied in ihe same manner as the federal excise- 
tax on Lobacco- 

• Motor Vehicle License Fees. The share of these fees paid by low-skill households was assumed to equal 
ihese households’ share of sjrending on licenses as reported in ihe CEX. 

• Public Utilities Tax. The share of this tax paid by low-skill households was assumed to ecpial these 
househedds' sliare of total utility expenchtures as reported in the CEX. 

• Other Seleciive State and Local Sales Taxes. I'he share of these laxes paid by low-skill himseholds 
wns assumed to equal these households’ share of total consumption based on CEX data. 


57 . B.ased on information provided by the Tax Foundation. 
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Other Stale and Local Taxes Including Estate, Slock Transaction, and Severance Taxes. Low-skill 
households are assumed to pay few of these taxes. 

State Taxes for Unemployment Insurance. These taxes, like FICA taxes, were assumed to tall on 
workers. The share cd{ taxation home by low-sldli households was assumed to equal their share ot earn- 
ings reported in the CPS. 

Other Insurance Trust Fund Revenues. The share of these revenues paid liy low-skill households was 
assumed to be proportionate to the number of persons in low -skill households as a share of the general 
population. 

State Taxes for Workmen^ Compensation. These taxes, like FICA taxes, were assumed to fall on 
workers. The share of la.xaiion borne by low-skill households was assumed lo equal iheir share of earn- 
ings re]iorted in the CPS. 

Employee Contributions to State and Local Government Retirement Funds. I'he disiribuiion of 
these revenue coniribuiions was assumed to be proportionate to the disiribuiion of slate and local 
employees participating in employer pension plans according to CPS data. 

State Lottery Receipts. An imi')ortant source of government levenue I'jaid by low-skill households is 
the purchase of state loiteiy tickets. Households headed by persons without a high school degree ap]:)ear 
10 pay more lo siaie governmeni through lottery ticket sales lhan iliey do ihrough individual income 
taxes. A major sludy of the sale of state lottery tickets to differeni socioeconomic, groups shows ihai per 
cai^ita s'l'xinding on state lotter>- tickets by adult high school dropouts was nvice that ot other adults.''® 
In the ]:)resent analysis, lottery’ spending by households headed by peisons without a high school degree 
was assumed lo be twice that of other households. The share of state loiiery revenue coniribuied by low'- 
skill hi.)Useliolds was calculated as2h/(lif +hi). where h; is ihe nundxer of low-skill h(.)useliolds and h[ is 
the number of households in the total i:topulaiion. 

Earnings on Investments Held in Employee Retirement Trust Funds. These state and local revenues 
rej^resent the ]:)roperty income received by government trust funds as owners of capital. These earnings 
are not taxes and cannot be allocated amtmg households. 

State and Local Interest Earnings and Earnings from the Sale of Property. These revenues represent 
ihe property income received by governmeni as owner of capital and olher property. These earnings are 
noi taxes and cannot be allocated among households. 

Special Assessments. Low-skill households were assumed to pay none of these taxes. 

Other State and Local Revenue. Phis revenue includes dmdends on investment, recovery of ex]:ten- 
diiures made in prior years, and other non-tax revenue. Low-skill households vvere assumed to fund 
none of this revenue. 


58. Charles T. Clotfeker. Philip]. Cook, Julie A. EdelL and Mailan Moore. “State Lotteries at the Turn of the Century: Report to the National 
Gambling Impact Study Connnission,” Duke L'niversity, April 23, 1999. 
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Appendix B 

Pure Public Goods, Private Consumption Goods, and Population-Based Services 


fiscal disiribuiion analysis seeks Lo deierniine ihe governmenibenefils received by a pariicular group compared 
to taxes i^aicl. A necessar\’ lirst ste]") m this process is to distinguish goc'emment ]7rogranis tliat ]')ro\dde “]‘)ure public 
goods” as oiiposed to 'private goods.” These two uq^es of expenditures liave ver\' different fiscal Implications. 

Econornisi Paul Sam nelson is credited with being the first to develop the theory of public goods. In his seminal 
1954 paper “The Pure Theor)' of Public Expenditure,”^^ Samuelson defined a pure public good (or what he called 
in the paper a “collective consumption good”) as a good “which all enjoy in ctimmon in the sense that each 
indmdual's consum]ition til such a good leads to no subtractions from any other indmduars consum]ition oi that 
good.” By contrast, a private consumintion good” is a good that “can be parceled out among different indiriduals.” 
Its use by one person precludes or diminishes its use by another. 

A classic example of a pure public good would be a lighthouse; The fact that any particular ship perceri'es the 
warning beacon does not diminish the usefulnessof (he lighthouse to other ships. A typical exam pie of a private con- 
sumption good is a hamburger: When one person eats it, it cannot be enien by others. 

Formally, all pure public goods will meet two criieria.^'^ 

• Non-rivalrous consumption: Eveiyone in a given community can use the good; its use by one j^erson 
will not diminish its utility to others. 

• Zero-cost extension to additional users; Once a pure public good has been initially produced, it 
reeptires no extra cost h>T additional individuals to benefit from the good. Expansion of the number of 
beneficiaries does not reduce its utility to any initial user and does not add new costs of production. As 
Nobel prize-winning economist James Buchanan explains, with a pure public good, “Additional con- 
sumers may be added at zero marginal 

The second criterion is a direct corollar>’ofthe first. If consumption of a good is truly non-rivalrous, then adding 
extra new consumers will not reduce uiilily or add costs for the initial consumers. 

The distinction between collective and private consumption goods can be illustrated by considering the differ- 
ence between a recipe for pie and an actual piece of pie. A recipe tor pie is a public consumption good in the sense 
that it can shared with others without redui-ing its usefulness to the original possessor; moreover, the re.ci]:)e can be. 
disseminated to others with little or no added cost. By contrast, an actual slice of pie is a ]nivate consumption good: 
lls consumpiion by one person bars its consumption by another, efforts to expand ihe number of individuals uti- 
lizing the pie slice will either redtice the satisfaction of each user (as each gets a smaller pemiem of the initial) or entail 
new- costs (to produce more pie). 

Examples of Governmental Pure Public Goods. Pure public goods are relatively rare. One prime example of 
a gnvernmenial public good is medical research. If research funded by the National Insiiiuies of Health produces a 
cure fur cancer, all .Americans will benefit from this discovery'. 'I'be benefit re.ce.ived by one person is not reduced by 
the benefit received by others; moreover, the value of the discovery' to each individual would remain the same even 
il the U.S. population doubled. 

Another notable examj-tle of a pure public good is defense expenditure. The utility of an Army division or an air- 
craft earner lies in its effectiveness m combating foreign threats to America. In most respects, one person’s benefit 
from defense strength is not reduced because others also benefit. The military' effectiv'eness ot an Army division or 
an aircraft earlier is not reduced just I'jecause the size of the cixhlian population being detended is increased. 


~jQ. Paul A. Samuelson. "Tlie Pure Theoiy of Public Tixpendlture,” Reviciv of7van.9nucs auii .StatLstucs, Vol. .36, No. 4 ( 1 QS4), pp. .387-383. 

60. ,4 third criterion is non-exclu.sion from benefit; it is difficult, to deny* members of a community an automatic Ircnclit from the good. This 
.aspect of public goods is net critic.al to the fiscal allocation issues addressed in this paper. 

61 . James V. Rucfianan, The Di-maml and Supply oj Puhhe CcvMh, IJberty rund, IJbrary ol Teonomiesand l.ibcriy, p. >4.3, at ivMn-.,;;.,in- 

liboty/.'itaafv'/Buchunan/frchCACoRtents-iitmf (March 6, 2007). 
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rinally, individuals may receive psychic satisfaclion from the preser\'-aiion uf wildlife or wilderness areas. This 
psychic saiisfaciion is noi reduced because others receive ihe same benefit and is noi directly efrecied by changes in 
the piipulaiion. By contrast, enjoyment of a national park may be reduced if population increases lead to cmwding. 
In consequence, general actixdties to preserve species may be considered a public good, while prowsion of parks is 
a pnvate good. 

Pure Public Goods Compared to Population-Based Goods, hlany government senuces that are dubbed 
public goods are not true public goods. Economists Thomas MaCurdy and d'homas Nechyha state that “relatively 
few of the goods produced by |thej government sector are pure public voods, in the sense that the cost of providing 
the same level ot the good is invanani to the size of the population.”^^ In other words, many government servnces 
reterred to conventionally as 'Tublic goods'’ need to be increased at added expense to the tax]7ayeT as the iiojiulation 
increases, thereby wolating the criterion of zero cost extension to additional users. 

For e>:ample, police protection is often incorrectly referred to as a “public good." True, police di.) provide a dif- 
fuse service that benefits nearly all members of a community, but the benefit each individual receives from a police - 
man is reduced by the claims other citizens may make on the policeinan’s time. Someone living in a town of 500 
protected by a single policeman gets tar more proteaion from that policeman than would another individual imo- 
lecied by the same single policeman in a town of 10,000. 

The National Academy oi Sciences explains that gov'emment senices tliat generally need to be increased as the 
population increases are not real public goods. It refers to these senices as “congestible” goods: If such a program 
remains fixed in size as the number of users increases, it may become ■‘congested,’’ and the qualily (.)! service will con- 
sequenily be reduced. An obvious example would be highways. Other exarnple.s of “congesLible” goods are sewers, 
parks, fire deparuiiems, police, courts, and mail service. These types of programs are categorized as “population- 
based” services in the paper. 

In contrast to po]:)ulation- based seivices, governmental pure public goods have odd fiscal ]:iro]ienies. The fact 
that a low-income person who pays little or nothing in ta.xes receiv'es benefit from government defense, or medical 
research programs does not impose added cost or reduce the utility of those programs to other taxpayers. Therefore, 
it is inaccurate to say that the non-taxi:>ayeis’ use ot these i^rogranis imposes a burden on other tax]iayeTS. On the 
other hand, non-tax]^ayers or individuals who pay little in taxes are “free riders” on ]mblic goods in the sense that 
they benefil from a good they have noi paid fnr. 


62. Thomas MaCurdy. Tlioiiias Nccliylia, and Jay Rhattachar)'a, “An r.conomic Framework for .A.ssessing the Fiscal Tiiipacrs ot Irniiiigiation." 
in Jarnes R Srnitli and Barry Fdmonston, Tfur IniTmgiaik>n Debate: Studies on the Ecimomk, DeniogrOfAu: and hsea! f.flects of 
(Washinglon, Ft.C.: Naiional Academy Press, 1QQ8), p. 1 6 . 

63. N'ational Research Council. TlieNerv AmerreaRS, p. 303. 
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Removing Federal Grants in Aid from State and Local Expenditures 
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Removing User Fees and Charges from State and Local Expenditures 
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State and Local Outlays Minus Federal Grants in Aid and User Fees and Charges 
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Government Taxes and Revenues 
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Government Taxes and Revenues (continued) 
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Tax and Revenue Algorithms and Calculations (continued) 
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